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Canadian National Railways Annual Report (1957) and Budgets (1958) ; 
Canadian National (West Indies) Steamships Ltd. Annual Report (1957) 
! and Budget (1958); 

Canadian National Railways Security Trust Annual Report (1957); 
Auditors’ Report to Parliament of Geo. A. Touche & Co.; 
Estimates (1958-59) Items 431, 432 and 443 and Item 635 of the Supple- 
mentary Estimates. 


WITNESSES: 


Mr. Donald Gordon, C.M.G., Mr. S. F. Dingle and Mr. R. D. Armstrong 
ae of the Canadian National Railways: Mr. J. A. Wilson and J. W. Beech 
of George A. Touche & Company. 
(Proceedings relating to Trans-Canada Air Lines appear in 
Issue No. 2) 


EDMOND CLOUTIER, C.M.G., O.A., D.S.P. 
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Government. 
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ORDERS OF REFERENCE 


HOUSE OF COMMONS, 
WEDNESDAY, July 9, 1958. 


Resolved,—That a Sessional Committee on Railways, Air Lines and Shipping 


owned and controlled by the Government be appointed to consider the accounts 


and estimates and bills relating thereto of the Canadian National Railways, 
the Canadian National (West Indies) Steamships, and Trans-Canada Air Lines, 
saving always the powers of the Committee of Supply in relation to the voting 
of public moneys; and that the said Committee be empowered to send for 
persons, papers and records and to report from time to time and that, notwith- 


standing Standing Order 67 in relation to the limitation of the number of 
members, the said Committee to consist of Messrs. Bourbonnais, Brassard 


_ (Lapointe), Broome, Carter, Chevrier, Chown, Creaghan, Drysdale, Fisher, 


- Fraser, Grills, Gundlock, Hardie, Kennedy, Loiselle, Martini, Mitchell, Monteith 


(Verdun), Pascoe, Robichaud, Robinson, Rowe, Rynard, Smith (Calgary South), 
Smith (Simcoe North), and Tasse. 


WEDNESDAY, July 9, 1958. 


Ordercd, —That the Aaiel Reports for 1957 of the Canadian National 
_ Railways;. Canadian National (West Indies) Steamships Limited; Canadian 
National Railways Securities Trust; Auditor’s Report to Parliament in respect 
of the Canadian National Railways and Canadian National (West Indies) 
Steamships for the year 1957, tabled on May 22, 1958; the budget for 1958 of 
the Canadian National Railways tabled on June 2, 1958; the Annual Report of 
Trans-Canada Air Lines for 1957; the Auditor’s Report to Parliament on Trans- 
Canada Air Lines for the year 1957, tabled on May 23, 1958, and the budget 
for 1958 of Trans-Canada Air Lines, tabled on January 31, 1958, be referred 
to the Sessional Committee on Railways, Air Lines and Shipping owned and 
controlled by the Government, and that items numbered 431—Prince Edward 
Island Car Ferry and Terminals; 432—-Newfoundland Ferry and Terminals; 
442—-Maritime Freight Rates Act; 443—Canadian National (West Indies) 
Steamships Limited as listed in the Main Estimates 1958-59, and item 635— 
Canadian National (West Indies) Steamships Limited as listed in the Supple- 
mentary Estimates 1958-59, be withdrawn from the Committee of Supply and 
referred to the said Committee, saving always the powers of the Committee 
of Supply in relation to the voting of public moneys. 


Y Fripay, July 11, 1958. 


Ordered,—That the quorum of the Sessional Committee on Railways, Air 
Lines and Shipping be set at 10 Members. 

Ordered,—That the said Committee be empowered to sit while the House 
is sitting. 
Ordered,—That the said Committee be authorized to print, from day to 

day, 1000 copies in English and 250 copies in French of its Minutes of 

Proceedings and Evidence and that Standing Order 66 be suspended in relation 
thereto. 


Monpay, July 14, 1958. 


Ordered,—That the revised Budget for 1958 of the Canadian National 
- Railways and the operating budget of the Canadian National (West Indies) 
Steamships Limited, tabled this day, be referred to the Sessional Committee 
on Railways, Air Lines and Shipping owned and controlled by the Government. 

Attest. . 
LEON J. RAYMOND, 
Clerk of the House. 
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REPORTS TO THE HOUSE 7 
Fripay, July 11, 1958. 


The Sessional Committee on Railways, Air Lines and ease has the 
honour to present its 


FIRST REPORT 


Your Committee recommends: 

1. That its quorum be set at 10 members. 

2. That it be empowered to sit while the House is sitting. 

3. That it be authorized to print, from day to day, 1000 copies in English 
and 250 in French of its minutes of proceedings and evidence and that Standing 
Order 66 be suspended in relation thereto. 


Respectfully submitted, . 
es W. EARL ROWE, 

Chairman. 

Note: Concurred in this day. 


WEDNESDAY, July 16, 1958. 


The Sessional Committee on Railways, Air Lines and Shipping owned and 
controlled by the Government has the honour to present the following as its 


SECOND REPORT 


Your Committee has considered the following items of the Estimates 
referred to the Committee on Wednesday, July 9, 1958: 

Vote 431—Prince Edward Island Car Ferry and Terminals; 

Vote 432—-Newfoundland Ferry and Terminals; 

Vote 442—Maritime Freight Rates Act; and 

Vote 443—Canadian National (West Indies) Steamships Limited, 
of the Main Estimates 1958-59, and item 635—-Canadian National (West Indies) 
Steamships Limited of the Supplementary Estimates 1958-59. 


Your Committee recommends their approval. 


Respectfully submitted, 
W. EARL ROWE, 
Chairman. 


The Sessional Committee on Railways, Air Lines and Shipping, owned 
and controlled by the Government, begs leave to present the following as “its 


THIRD REPORT 


Pursuant to the Orders of Reference of the House of Commons of July 9, 11, 
and 14, 1958, your Committee had for consideration the following: 


1. The Annual Reports of the Canadian National Railways; Canadian 
National (West Indies) Steamships, Limited; Canadian National Railways 
Securities Trust, for the year 1957 and the Auditors’ Reports to Parliament in 
relation thereto, tabled on May 22, 1958 and the Canadian National Railways 
revised Capital and Operating Budget for 1958 tabled on July 14, 1958; the 
Annual Report of Trans-Canada Air Lines for the year 1957 and the Operating 
and Capital Budget thereof for the year 1958, and the Auditors’ Report to 
Parliament thereon. 


ee 
me 
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2. Your committee held eight meetings in the course of which the officials 


fH _ of the Canadian National Railways and the Trans-Canada Air Lines as well as 
representatives of George A. Touche & Co., auditors, were heard and examined. 


7 
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3. The Annual Report of the Canadian National Railways for 1957 
disclosed operating revenues of $753,165,964 and operating expenses of 
$734, 556,041 resulting in a net revenue pe railway operations of $18,609,- 
923. However, after taxes, rents, other income and fixed charges were taken 
into account the net result was a deficit of $29,572,541 for the year’s opera- 


tions. This compares with a surplus of $26,076,951 in the year 1956, the 


change being attributed to a combination of lower traffic and higher wage and 
material costs. Your Committee noted however that in spite of the traffic 
decline in 1957 the Canadian National continued to improve and modernize 


its equipment, facilities, methods and techniques. 


4. Your Committee observed that in 1957 three separate new rail lines were 
added to the Canadian National System, opening up additional areas of Canada 
for settlement and development. In Quebec, a 161-mile line from Beattyville 


to Chibougamau was officially opened in November and progress made on a 


133-mile line from St. Felicien to Cache Lake, where it will link up with the 
Beattyville-Chibougamau branch. In New Brunswick, a 23-mile line was 
opened between Bartibog and the base metal development at Heath Steele. In 
Manitoba, Canadian National took over operation of a new 31-mile line from 
- Sipiwesk on the Hudson Bay line to the International Nickel Company develop- 
~ment at Thompson. 


5. Your Committee also noted with satisfaction that progress was made 
during the year on the Company’s long range plans for the construction of new 
automatic train marshalling yards at main strategic centres in the Atlantic, 


Central and Western Regions. 


6. The Annual Report of the Canadian National (West Indies) Steam- 
ships, Limited for 1957 disclosed a net deficit of $648,849.80, compared with a 
surplus of $23,280.72 for 1956. Operations of the company were curtailed 
during 1957 by a strike called by the Seafarers International Union effective 
July 4. As a result of the strike, which remained unsettled at the year end, 
the number of voyages made by company vessels was reduced to 33 from 54 in 
the previous year. 


7. Your Committee was also informed that the decision had been reached 


: _to abandon the service, dispose of the assets by sail and wind up completely 
the above Company’s affairs. 


8. The Annual Report of Trans-Canada Air Lines for 1957 showed a net 
surplus of $404,674, after provision for depreciation of $6,819,160, and the 
payment of interest on capital invested in the enterprise in the amount of 
$1,690,819. The year 1957 was the seventh consecutive one in which the 
company reported a profitable operation. 


9. Of particular interest to your Committee was the fact that the pro- 
gramme of fleet conversion to turbine type aircraft, which by 1961 is expected 
to make TCA the first international airline in the world to have a fully turbine- 
powered fleet, was adhered to during 1957, fourteen additional Viscounts being 
placed in service, and six DC 3’s retired. Your Committee also noted that, as 
planned, the company in 1957 had increased its capacity by 20 per cent in rela- 
tion to a 15 per cent increase in traffic carried. This action, while reducing the 
over-all load factor from 73.1 per cent in 1956 to 70.7 per cent in 1957, substan- 
tially improved the company’s ability to meet the peak period traffic demand. 
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It was also noted that as of the year end, the company had on order nineteen 
Viscounts, six full jet DC 8 long range aircraft, and twenty medium range 
Vanguard turbine propeller aircraft, which, with associated spares, represent 
a capital commitment of $118,000,000, exclusive of payments already made on 
these orders. 


10. Your Committee adopted the Annual Reports of the Canadian National 
Railways and Trans-Canada Air Lines for 1957, as well as their respective 
Capital and Operating Budgets for 1958. Your Committee also approved the 
C.N.R. Securities Trust and the Auditor’s Report to Parliament. It also approved 
the Annual Report for 1957 of the Canadian National (West Indies) Steoaee 
Limited, and the Auditor’s Report thereon. 


11. Your Committee, in accordance with an Order of Reference of the 
House, dated July 9, considered Votes 431, 432, 442 and 443 as listed in the Main 
Estimates for 1958-59, and Item 635 as listed in the Supplementary Estimates 
1958-59. In its Second Report to the House, your Committee recommended the 
approval of the said Estimates. 


12. Your Committee feels indebted to all those who contributed “a its 
inquiring by their attendance and their information, including the Minister of 
Transport and Mr. Donald Gordon, C.M.G., LL.D.; Mr. S. F. Dingle and Mr. R. 
D. Armstrong for the Canadian National Railways; and Mr. G. R. McGregor, 
Mr. W. S. Harvey, Mr. H. W. Seagrim, Mr. S. W. Sadler for Trans-Canada Air 
Lines, and Mr. J. A. Wilson and Mr. J. W. Beech, Auditors. 


13. Your Committee also wishes to express its appreciation to Mr. McGregor 
his officials, and T.C.A. crew for a flight on board Trans-Canada Air Lines 
Viscount over the St. Lawrence Seaway Development project which took place 
on Wednesday, July 16. 


14. A copy of the Minutes of Proceedings and Evidence adduced in respect 
of the matters referred to is appended. 


Respectfully submitted, 


W. EARLE ROWE, 
Chairman. 


MINUTES OF PROCEEDINGS 


FRIDAY, July 11, 1958 
: (1) 


The Sessional Committee on Railways, Air Lines and Shipping owned 


and controlled by the Government held its organization meeting at 10.30 


o'clock a.m. | ; 
Members present: Messrs. Bourbonnais, Broome, Chown, Fisher, Grills, 
Gundlock, Hardie, Loiselle, Martini, Monteith (Verdun), Pascoe, Robinson, 
Rowe, Rynard, and Smith (Calgary South).—(15). 
The Clerk of the Committee attending, on motion of Mr. Broome, seconded 
by Mr. Martini, and there being no further nominations, Honourable W. Earl 
Rowe was elected Chairman. 


Mr. Rowe took the Chair, thanked the Members for his election and 


_proceeded to the routine business. 


On motion of Mr. Chown, seconded by Mr. Fisher, 
Resolved,—That Mr. Tassé be elected Vice-Chairman. 


On motion of Mr. Chown, seconded by Mr. Fisher, 

Resolved,—That the Committee recommend to the House that the quorum 
be 10 members. 

On motion of Mr. Pascoe, seconded by Mr. Martini, 

Resolved,—That the Committee ask power to print, from day to day, 1,000 


- copies in English and 250 copies in French of its Minutes of Proceedings and 


Evidence. 

On motion of Mr. Martini, seconded by Mr. Smith, 

Resolved,—That the Committee seek authorization to sit while the House 
is sitting. 

After discussion on the most suitable hours of sitting of the Committee, 
beginning Monday July 14, on motion of Mr. Broome, seconded by Mr. Fisher, 

Resolved,—That the Committee be called for 9.30 o’clock a.m. 


The Chairman reminded the Members that the practice for this Committee 
was to hold three meetings every day until completion of its business during 


which meetings officials of the Canadian National Railways and of Trans- 


Canada Air Lines would be in continuous attendance, and that it was customary 


to begin with the Canadian National Railways Annual Report. 


The Chairman referred briefly to a letter of the President of Trans-Canada 
Air Lines inviting the members of the Committee to a special flight over the 
St. Lawrence Seaway Development as soon as practicable. 


On motion of Mr. Rynard, the Committee acu ned until Monday, July 14, 
at 9.30 o'clock a.m. 


Monpay, July 14, 1958 
(2) 
The Sessional Committee on Railways, Air Lines and Shipping owned and 


controlled by the Government met at 9.30 o’clock a.m. The Honourable W. 
Earl Rowe, Chairman, presided. 


8 SESSIONAL COMMITTEE 


Members present: Messrs. Broome, Carter, Chevrier, Creaghan, Fisher, 
Grills, Gundlock, Hardie, Kennedy, Martini, Mitchell, Monteith (Verdun), Pas- | 
coe, Robichaud, Robinson, Rowe, Smith ( Calgary South), Smith (Simcoe North), 
and Mr. Tassé. (19). heal 


In attendance: The Honourable George H. Hees, Minister of Transport; Mr. 
Donald Gordon, Mr. S. F. Dingle, Mr. R. D. Armstrong, respectively President — 
and Chairman of the Board, Vice-President (Operations), Vice-President 
(Accounting and Finance) of the Canadian National Railways. 


The Chairman referred to the Orders of Reference of Wednesday, July 9, 
which were taken as read. 


The Committee proceeded to the consideration of the 1957 Annual Report 
of the Canadian National Railways. 


Mr. Donald Gordon was called. He read the Annual Report and made an 
explanatory statement respecting the 1958 revised Budget (Capital and 
Operating). 


In answering questions, he was assisted by Messrs. Dingle and Armstrong. 


Before adjournment, Mr. Chevrier asked Mr. Gordon for a statement on 
the dispute concerning the non-operating unions. Mr. Gordon undertook to 
provide an answer at the next meeting. : 


At 12.30 o’clock the Committee adjourned until 3.30 o’clock this day. 


AFTERNOON MEETING 
(3) 


The Committee resumed at 5.30 o’clock. The Chairman, The Honourable 
W. Earl Rowe, presided. 


Members present: Messrs. Bourbonnais, Broome, Carter, Creaghan, Fisher, 
Fraser, Martini, Monteith (Verdun), Pascoe, Rowe, Smith (Calgary South), 
Smith (Simcoe North), and Tassé. (13). 


In attendance: Same as at morning sitting. 


The Committee continued its examination of the Canadian National Rail- 
ways Annual Report. 


Mr. Donald Gordon provided answers to questions wihich were outstanding 
and was further examined. 


At 6.00 o’clock, the Committee adjourned until 8.00 o’clock in the evening. 


EVENING SITTING 
(4) 


The Committee resumed at 8.00 o’clock. The Chairman, the Honourable 
W. Earl Rowe, presided. 


Members present: Messrs. Bourbonnais, Broome, Carter, Chown, Creaghan, 
Fisher, Fraser, Grills, Gundlock, Kennedy, Loiselle, Martini, Mitchell, Monteith 
(Verdun), Pascoe. Robichaud, Rowe, Smith (Calgary South), Smith (Simcoe 
North), and Tassé.—(20) 
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In attendance: Same as at morning and at afternoon sittings. 
Mr. Gordon’s examination was continued. 


In answer to Mr. Broome the witness reviewed and summarized the 
Management’s arrangements of the Queen Elizabeth Hotel. He undertook to 
file with the Committee certain operating figures on the C.N.R. Hotels (See 
Appendix I) 

On motion of Mr. Broome, seconded by Mr. Smith (Simcoe North), the 

1957 Annual Report of the Canadian National Railways was adopted. 


At 10.45 o’clock p.m. the Committee adjourned until Tuesday, July 15, at 
9.30 o’clock a.m. ; 


TUESDAY, July 15, 1958. 
(5) 


The Sessional Committee on Railways, Air Lines and Shipping owned and 
controlled by the Government met at 9.30 o’clock a.m. this day. The Honourable 
W. Earl Rowe, Chairman, presided. 


Members present: Messrs. Bourbonnais, Broome, Carter, Chevrier, Chown, 
Creaghan, Fisher, Fraser, Grills, Gundlock, Hardie, Kennedy, Loiselle, Martini, 
Mitchell, Monteith (Verdun): Pascoe, Robinson, Rowe, Rynard, Smith (Calgary 
South), Smith (Simcoe North), and Tassé.—(23) 


In attendance: The Honourable George H. Hees, Minister of Transport; Mr. 
Donald Gordon, Mr. S. F. Dingle, Mr. R. D. Armstrong, respectively President 
and Chairman of the Board, Vice-President (Operations), Vice-President 
(Accounting and Finance) of the Canadian National Railways. 


The Committee considered the 1958 Operating and Capital Budget (Re- 
vised and as tabled in the House on July 14) of the Canadian National 
Railways. 


Mr. Donald Gordon was recalled. 


By unanimous consent, the Committee reverted to the C.N.R. Annual 
Report, and Mr. Gordon read a supplementary statement on dieselization, and 
was further examined. 


Mr. Gordon, referring to the Budget, made an introductory statement 
thereon. 


Mr. Gordon was examined at some length on safety signals and highway 
crossing protection. In the course of his examination, he made a specific state- 
ment on depreciation accounting on steam locomotives. 


On motion of Mr. Smith (Simcoe North), seconded by Mr. Chevrier, the 
above Budget (1958) was adopted. 


The Committee then proceeded to the consideration of the Canadian Na- 
tional (West Indies) Steamships Limited Annual Report. 


Mr. Gordon read the Report and was examined, particularly on the regis- 
tration and sale of certain ships. 


On motion of Mr. Martini, seconded by Mr. Chown, the said Annual Report 
was adopted. 
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Mr. Gordon then read the 1958 Budget and on motion of Mr. Smith (Simcoe 3 
North), seconded by Mr. Martini, the said Budget was adopted. 


The Committee then turned to the Canadian Railways Securities Trust. 
This Report was adopted on motion of Mr. Kennedy, seconded by Mr. Tassé. 


The Committee then considered the Auditor’s Report both for the Canadian 
National Railways and the Canadian National (West Indies) Steamships 
Limited. 


Mr. J. A. Wilson of George A. Touche & Co. was called. He was ee a 
by Mr. J. W. Beech. Mr. Wilson made a statement on the depreciation 
accounting. The Auditors’ Report was adopted on motion of Mr. Martini, 
seconded by Mr. Smith (Simcoe North). - 


The Chairman expressed the Committee’s appreciation to Messrs. Gordon, 
Dingle and Armstrong for the manner in which they appeared, and to the other 
C.N.R. officials for the diligence with which they provided answers to questions. 


It was agreed to consider the items of the Estimates referred to the Com- 
mittee at the afternoon meeting. 


At 12.40 p.m. the Committee adjourned until 3.30 p.m. this day. 


AFTERNOON SITTING 
(6) 


The Committee resumed at 3.30 p.m. The Chairman, Honourable W. Earl 
Rowe, presided. 


Members present: Messrs. Bourbonnais, Broome, Carter, Chevrier, Chown, 
Creaghan, Fisher, Fraser, Gundlock, Kennedy, Loiselle, Martini, Mitchell, 
Monteith (Verdun), Pascoe, Robichaud, Rowe, Rynard, Smith (Calgary South), 
Smith (Simcoe North), and Tassé.—(21) 


In attendance: Same as at morning sitting. 


The Committee considered items 431, 432, 442, 443 of the Main Estimates 
1958-59, and item 635 of the Supplementary Estimates of 1958-59 and agreed 
to recommend their approval to the House. 


On motion of Mr. Chown, seconded by Mr. Pascoe, Mr. Gordon’s examina- 
tion was concluded and he was retired. 


The Committee then proceeded to the consideration of the Annual Report 
of Trans-Canada Air Lines, the printed Minutes of Proceedings and Evidence 
appearing in issue No. 2. 


TUESDAY, July 29, 1958. 
(8) 
The Sessional Committee on Railways, Air Lines and Shipping met at 


10 o’clock this day in camera to discuss its Third Report to the House. rug 
Chairman, the Honourable Earl W. Rowe, presided. 


Members present: Messrs. Bourbonnais, Carter, Drysdale, Martini, Mitchell, 
Robichaud, Robinson, Rowe, Smith (Simcoe-North) and Tassé—(10). 
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The Chairman tabled copies of a draft report for the consideration of the 
‘Committee. 


After a brief discussion, on motion of Mr. Robichaud, seconded by Mr. 
Robinson, the said draft report was adopted. 


Ordered,—That the Chairman present the draft report as the Committee’s 
third report to the House. 


The Committee adjourned to the call of the Chair. 


Antonio Plouffe, 
Assistant Chief Clerk of Committees. 
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APPENDIX I 


Canadian National Hotels Limited 
Summary of Profit and Loss 
Railway-operated hotels. 
Year ended December 31, 1957. 


Profit or 

(Loss) 
Bessboroue Ca el ee ace ee ce $ (62,482) 
Charlottetown yea eS ih ee ed oe a ee) (30,778) 
CGhateal -aurier a co). ao Cau See ree a 182,882 
SOO og FM OB og ba aaa Ss eR BUCO Aeeors POU Sae ael at 20,969 
DASPEC HP ark LiOd ge Pee sei om a ee Li 85,671 
WWE ACA OAT eis aot ear ie wae a CU pr naar mais 470,770 
NeVWEROUR CIATED Fis rica Say eas aa sa ieee 129,129 


INOVE USCOLLAI Ce re a8 ae ON Wee ve ede 69,496 


EVIDENCE 


Monpay, July 14, 1958, 
9:30 a.m. 


The CHAIRMAN: Gentlemen, I observe a quorum. We will begin this com- 
mittee without further preliminaries. ! 

Is it your pleasure that the president, Mr. Gordon, read the report before 
any questions are asked, or is it the desire of the committee to ask questions 
as we proceed? I think it would be preferable for Mr. Gordon to read the 


a report, is that satisfactory? 


Mr. Gordon will introduce his associates who are here with him. 

Mr. CHEvRIER: Is the president going to make a short statement prior to 
reading this report? I think that has been the customary practice in the 
past. 

Mr. DONALD GorRDON (President, Canadian National Railways): I did not 
intend to make such a statement. I think it would be satisfactory if we pro- 
ceed with the report and then go back over it later. 

Mr. Chairman, first of all I would like to introduce to the committee Mr. 
S. F. Dingle, vice president of operations, and Mr. R. D. Armstrong, vice 
president of accounting and finance. These gentlemen are here to assist me 
with details in answering your questions. 

I will commence reading the report which you have in front of you. I 
would suggest that we take the letter of transmittal as read, Mr. Chairman. 


CANADIAN NATIONAL RAILWAYS 


MONTREAL 
MarcH 1, 1958. 
DONALD GORDON 
Chairman and President 


The Honourable George Hees, M.P., 
Minister of Transport, 
Ottawa. 


Dear Sir: 

On behalf of the Board of Directors I submit herewith the Annual Report 
of Canadian National Railways for the year 1957. : 

In September 1957, the Honourable H. J. Symington, C.M.G., Q.C., who 
had rendered distinguished service to the Board since 1936, retired as a di- 
rector. By order in Council No. 1251, Mr. Edward W. Bickle of Toronto was 
appointed a director, effective October 1. 

The Management acknowledges with gratitude the loyalty and devotion 
to duty of officers and employees throughout the System. 


Yours truly, 
(Signed) D. Gordon. 


The annual report itself commences as follows: 


_ The year 1957 was financially unrewarding for Canadian National Rail- 
ways. Although significant improvements were made in facilities and opera- 
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tions, a combination of lower traffic and higher wage and material costs 
produced a deficit of $29.6 million. 

The following table summarizes the results for 1957 and for each year 
since the passage of the Canadian National Capital Revision Act in 1952: 

Mr. Chairman, with your permission may we take the table appearing 
here as read? You will observe that the column for 1957 shows an ove 
deficit for the year of $29.6 million. 


1957 1956 1955 1954 1953 1952 
(Millions of Dollars) ' 


Cee eee al 


Operating revenues ........ $753.2 $774.8 $683.1 $640.6 $696.6 $675.2 
Operating expenses ........ 734.6 703.3 629.0 626.4 659.0 634.8 
Net operating revenue ..... 18.6 715. 64.1% -142 . 3%6 . 40.4 
Taxes, rents, less other income 11.2 13.6 104 #£410.5 8.0 14.9 
Available for fixed charges .. 7:4 BUD «43.7 B34. > LeOcOy G2oeD 
Fixed “Charges cor pe. lt 37.07 3158" § 233.0) 32.0. 20a ee 
SULPiS VOR, Gepncit CoN oY $29.6" $26.1 “$10.7 ~$28.8s $ 0:2° Soot 


This record reflects not only variations in the volume of business but also 
the unfavourable effects of the growing disparity between wage and material 
cost increases on one hand and freight rate increases on the other. By way 
of illustration, if the 1957 results were re-stated in terms of the 1951 average 
revenue per ton-mile, average prices and average hourly earnings, the record 
would show a surplus of nearly $30 million. This is shown by the charts on 
the following page. 


Freight 


The volume of freight traffic, measured in revenue ton miles, decreased 
by 12.5% during 1957, but the revenue from this business dropped less sharply 
because of an increase in average revenue per ton-mile. 

Freight revenues, which accounted for nearly four-fifths of total operating 
revenues, amounted to $587.3 million, a decline of $25.5 million or 4.2%. 
Revenues from other freight services, shown on page 30, declined by 7.6% 
to $17.6 million. 

Both tonnage and average haul, the two components of the ton-mile 
measure, decreased during the year. In 1957 Canadian National carried a total 
of 88.9 million tons, compared with 99.0 million in 1956, while the average 
length of haul fell to 413 miles, from 423 miles in the previous year. 


Many of the reductions in traffic volume occurred in the low-rated bulk 
commodities. This change in the “mix” of traffic, together with slightly higher 
freight rates, caused the average revenue received by the railway for hauling 
one ton of freight one mile to rise from 1.461 cents in 1956 to 1.601 cents 
in 1957. 


A general freight rate increase of 11% was granted by the Board of 
Transport Commissioners effective January 1, 1957. This replaced the previous 
interim award of 7% authorized in June, 1956. The railways’ original applica- 
tion, field in May 1956, sought a 15% general increase. 

In August 1957, the railways applied for a further 10% increase on the 
rates existing at that time. Subsequently, the Board of Transport Com- 
missioners approved an increase of 3.6% effective January 15, 1958, but 
implementation of this increase was suspended pending review by the 
Governor-in-Council, following an appeal by eight provinces. _ 
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Subsidies payable under the Maritime Freight Rates Act were increased 
by legislation from 20% to 30% for movements from the Maritimes to other 
- Canadian points. Corresponding rate reductions passing on the benefit to 
shippers were made effective July 1, 1957, so that railway revenues were not 
directly affected. 

In the United States, the Interstate Commerce Commission authorized. 
general increases ranging from 4% to 7% in all territories effective August 26, 
1957. International rates between Canada and the United States were increased 
in the same proportion with the exception of class rates which were raised 14%. 

Carload incentive rates, designed to induce shippers to load cars closer to 
physical capacities, were extended during the year to a broad range of 
commodities moving between most of the major points in Western Canada. 

In October, the Canadian National inaugurated a new “piggyback”’ service 
between Montreal and Toronto, in which highway common carrier trailers are 
carried on railway flatcars. The CNR also continued to operate railway-owned 
trailers on flatcars. 


Passenger 


Passenger revenues rose for the third year in succession. While the total 
number of passengers declined from 16.0 million in 1956 to 13.9 million in 
1957, revenues increased 2.1% to $46.8 million. This was the result of higher 
passenger fares and an increase in the average journey per passenger from 
94 to 108 miles. Revenue per passenger mile rose from 3.05 cents to 3.12 cents. 

The number of commuters declined by 11.1% to 5.2 million in 1957. 
Commuters represented 37.4% of all passengers carried, and contributed 3.0% 
of passenger revenues. 


During 1957, Canadian National carried a total of 95,500 immigrant pas- 
sengers from eastern Canadian ports. This involved 234 special trains, as well 
as the operation of a considerable number of extra sections of regular trains. 


Revenues from other passenger services, including sleeping, parlor, dining, 
and buffet car operations, increased by $663,000 to $11.2 million. 


Increases in passenger fares of 10% for first class and 5% for coach class 
were authorized and were implemented selectively on Canadian lines effective 
September 1. Charges for parlor car seats and duplex roomettes were also 
increased during the year. 


As the final instalment of fare increases authorized by the Board of 
Transport Commissioners in 1955, commuter fares in all commutation areas 
raised on May 1, 1957, by 25% of the 1950 level of fares. 


Continued efforts were made to stimulate rail passenger travel through © 
promotion of the family fare plan, bargain coach excusions, and package tours. 


Express 


Revenues earned by the Express Department were $42.2 million, a slight 
decrease from the peak year of 1956. A lower volume of shipments more than 
offset higher unit charges. 


Communications 


Revenues of Canadian National Communications reached a new record of 
$20.7 million, an increase of 4.4% over the previous high in 1956. Fewer 
messages were sent during 1957—12.3 million compared with 12.9 million in 
1956—but higher message rates, including the new Canadian message tariff 
which came into effect on October 16, served to maintain transmission revenues. 
Non-transmission revenues from private wire services, equipment rentals and 
radio broadcast and television services showed substantial gains. 
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Other Revenues 

Mail revenues increased by 12.8% to 10.5 million as the result of the 
payment of higher rates by the Post Office Department. In March 1957, the 
railways were granted an interim increase in Canadian mail rates of 7% 
retroactive to July 3, 1956, with a further advance of 4% retroactive to 
January 1, 1957. 


OPERATING EXPENSES | 


Total railway operating expenses during 1957 amounted to $734.6 million, 
an increase of $31.3 million. The major factors were wage and ee cost 
increases of $31.8 million and higher depreciation charges. 

Road maintenance expenses rose by $13.4 million or 9.5% dering 1957. 
About one-third of the increase was attributable to a bigger road maintenance 
program occasioned by main-line improvements in the Western Region. 

Although the amount of work performed in equipment maintenance was 
somewhat less than in the previous year, expenses rose by $19.7 million or 
13.9%. The increase resulted from higher wage and material costs and addi- 
tional depreciation charges, including a supplementary charge of $7.5 million for 
steam locomotive depreciation. 

Transportation expenses, after absorbing wage and material price increases 
of $16.2 million, declined by $3.8 million during 1957. This was the result of 
the lower traffic volume. 


Ps 


TONS (GROSS LOAD) 


... greater loads per train 
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Freight Train Performance 


Continued efforts to improve train operations have resulted in... 
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AVERAGE GROSS LOAD 
PER TRAIN (TONS) 
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AVERAGE NUMBER OF 
CARS PER TRAIN 
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AVERAGE SPEED OF 
FREIGHT TRAINS (M.P.H.) 


BOGS Hig aan! Sino dite Rid aw oi dagim ae 16.6 
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GROSS TON MILES PER 
FREIGHT TRAIN HOUR 
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Wages 

Payrolls, by far the biggest item of railway expense, amounted in 1957 
to $427.8 million or 58.2% of the total operating expenses. Including pensions 
and health and welfare benefits, labour compensation accounted for 63.7% 
of the railway’s 1957 expense dollar. 

Wage increases and other benefits applicable to 1957 added $22.5 million to 
operating expenses. 

Under terms of contracts signed in 1956, both operating and non-operating 
employees on Canadian lines received wage increases and health and welfare 
coverage in-1957. By March 1, 1958, a revised heaith and welfare plan covered | 
all non-scheduled and management employees in Canada. 

Under the terms of a three-year agreement concluded on November 1, 
1956, non-operating employees on U.S. lines received a further wage increase 
of seven cents per hour during 1957. Operating employees received a similar 
wage increase. Both operating and non-operating employees also received 
a cost-of-living adjustment totalling eight cents an hour during the year. The 
contracts provide for another wage increase of seven cents an hour during 1958. 

On November 12, 1957, fifteen railway unions representing about 77,000 of 
the company’s non-operating employees in Canada served wage and other 
demands on the railway involving additional annual costs totalling $77.5 
million. The demands included an increase in pay of 11% plus 17 cents an hour; 
an additional -$8.50 per month contribution by the railway for each employee 
to the company health and welfare plan; longer vacations; one additional 
statutory holiday; and establishment of severance pay. The total cost of 
implementing these demands for all CNR employees would amount to $113 
million annually. 

Discussions were held with the representatives of the fifteen unions during 
November 1957 and ended on December 2 with a union request for conciliation 
services. A federal conciliation board was oppointed early in 1958. 

Negotiations for new contracts with the Brotherhood of Locomotive 
Firemen and Enginemen opened February 20, 1958, with a union request for an 
18% pay increase and other benefits that would add a total of $6.8 million to 
the company’s annual operating expenses. The company earlier had served 
notice on the union that it intended to exercise its discretion in the need for 
assignment of firemen to freight and yard diesels. The meetings terminated 
February 25 after the union declined to discuss the diesel issue on the basis of 
principles outlined in the report of the Royal Commission under the chairman- 
ship of Mr. Justice R. L. Kellock. 

Current contracts with unions representing other running trades will be 
open for re-negotiation in the spring of 1958. 


TAXES, RENTS AND FIXED CHARGES 


Taxes paid by the railway amounted fp $16.6 million, an increase of $1.8 
million over 1956. 

Rents paid for equipment and facilities fell from nearly $10.0 million to 
$4.1 million, due to a reduction in the use of foreign line cars. 

Fixed charges rose from $31.8 million in 1956 to $37.0 million. The increase 
of $5.2 million was due entirely to higher interest expense, of which $4.0 
million is attribuable to new borrowings of $197.1 million during 1957; the 
remainder is chifly a reflection of the impact of interest for the full year on 
- 1956 borrowings. A small saving in interest was obtained through the refunding 

of $73.3 million of securities held by the public. | 
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OTHER INCOME 


Other income after deductions, as detailed on page 29, dropped 14.6% to 
$9.4 million. The decrease was partially attributable to lower profits from land 
sales and to the inability of the Northern Alberta Railways to pay interest and 
dividends to the parent companies. 


Hotel Operations 


The net income of Canadian National Hotels Ltd. amounted to $1.6 million 
after depreciation, virtually unchanged from 1956. This result does not include 
provision for an interest return on invested capital. Increased revenues from 
convention and tourist business were offset during the year by higher payroll 
and material costs. 


The number of guests accommodated at seven year-round hotels and Jasper 


n Park Lodge totalled 643,196, slightly higher than in 1956. 


GROWTH AND PROGRESS 


In spite of the decline in traffic in 1957, the Canadian National continued to 
improve its equipment, modernize its facilities and streamline its methods and 
techniques. 

Progress was reflected in the opening of several important new rail lines 
bringing mineral and other natural resources to market. New freight and 


_ passenger services were put into effect during the year. Freight trains in 1957 


were longer and faster, and carried bigger loads than in the year before. 
Significant advances were made in operating methods and administrative 


practices. 


Many of these improvements involved capital expenditures on a substantial 
scale the details of which are shown on page 32. The inventory of railway 
equipment appears on page 36. 


New Lines 

In 1957, three separate new rail lines were added to the Canadian National 
System, opening up additional areas of Canada for settlement and development. 
In Quebec, a 161-mile line from Beattyville to Chibougamau was officially 


- opened in November and work was progressed on a 133-mile line from St. 


Felicien to Cache Lake, where it will link up with the Beattyville-Chibougamau 


branch. In New Brunswick, a 23-mile line was opened between Bartibog and 


the base metal development at Heath Steele. In Manitoba, Canadian National 
took over operation of a new 31-mile line from Sipiwesk on the Hudson Bay 


line to the International Nickel Company development at Thompson. 


Still in the surveying stage is another new branch line from Optic Lake, 
on the Sherridon Subdvision, to Chisel Lake, Manitoba, a distance of some 
52 miles. i 

A total of 352 industrial sidings, spurs and track extensions were built 
during the year, representing 73 miles of new trackage. 


‘Roadway 


New rail was applied to 804 miles of track during the year, thereby com- 
pleting the second largest rail program in thirty years. Part-worn rail was 


relaid on 308 miles of secondary lines. In the Western Region, the six-year 


- main-line track improvement program moved ahead on schedule in its second 


we ‘ 
4 


year. 
On the System as a whole, a total of 3.5 million ties was installed. 
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The program of lengthening sidings in order to handle longer trains was 
also continued and, with the work slated for completion in 1958, all sidings from 
Montreal to Winnipeg will be able to accommodate 100-car trains and those 
between Winnipeg and Edmonton 117-car trains. | 

Further progress was made in the mechanization of track maintenance with 
the purchase of 284 units of roadway machinery. 
Signals 

The detailed engineering stage was reached in a program for the systematic 
application of Centralized Traffic Control to more than 4,000 miles of the rail- 
way’s transcontinental main line. In 1957, CTC installations were completed 
on 17.5 miles of Grand Trunk Western lines between Flint and Port Huron, 
Michigan, and also in the eastern section of the Winnipeg terminals. 


Yards and Terminals 

Progress was made during the year on the company’s long range plans for 
the concentration of train marshalling operations at main strategic centres. 
Grading at the Cote de Liesse yard in Montreal proceeded on schedule. Plans 
were advanced for the construction of similar automatic hump retarder yards 
at Moncton and Winnipeg, and steps were taken to acquire the necessary prop- 
erty. These three hump yards will rucor pata the most modern control and 
communication devices. 

An extensive study of freight handling problems in Toronto, where terminal 
facilities are badly congested, is now under way in collaboration with inde- 
pendent consultants. ui 

Studies were also undertaken for the construction of new yard facilities 
at Corner Brook and St. John’s, Newfoundland. 

Meanwhile, the company proceeded with other yard improvements at 
Port Mann, B.C., Edmonton, Alta., Sarnia, Ont., Joffre, Que., Edmundston and 
Saint John, N.B., and at Flint, Pontiac, and Battle Creek on the Grand Trunk 
Western. 

To increase the efficiency of freight car handling, train marshalling studies 
were undertaken and better inter-yard communications were effected by means 
of through teletype circuits between Montreal, Toronto and Winnipeg, and 
certain other terminals. ; 


Dieselization 

Dieselization by geographic areas, the second phase of the CNR’s long 
range program, made satisfactory progress during the year. This phase was 
started in 1957 on completion of the company’s original five-year plan in 
which diesel power was applied selectively to specific runs and services. 

In the early stages of the program, the maximum utilization made possible 
by the selective application of diesels yielded very substantial benefits, despite 
the operation of repair and servicing facilities for both steam and diesel power. 
The latter stages of dieselization by areas, however, can only be justified by 
achieving the economies inherent in an orderly elimination of the steam power 
facilities. 

At year end, a new diesel maintenance shop for running repairs was 
approaching completion at Cote de Liesse yard, and a start had been made on 
construction of a similar shop at Calder in the Edmonton area. Motive power 
shops for heavy repairs at Moncton, N.B., Point St. Charles (Montreal) and 
Battle Creek, Michigan, were being converted from steam to diesel maintenance. 

In 1957, diesel operations accounted for 72.9% of freight gross ton miles, 
81.6% of yard locomotive hours and 58.0% of passenger car miles. By year 
end, Canadian National was operating 1,433 diesel units on System lines. 


nal 
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_ Rolling Stock 


The company continued to improve the quality of its transportation equip- 
ment by adding new units and by modernizing and renovating older cars. A 


- total of 6,439 new freight cars was taken into service during the year. The net 


addition to the railway’s equipment, allowing for retirements and conversions, 


~ amounted to 4,155 cars. 


New acquisitions of freight equipment by Canadian National over the 
past ten years represent just under 40% of the current inventory. 


During 1957, eighty-nine units of passenger train equipment were placed 


_ in service, consisting of fourteen self-propelled diesel Railiners, five dinette cars, 
twenty baggage cars and fifty express refrigerator cars. 


Service Improvements 
A reduction of one hour and 15 minutes was made in the schedule of the 


Super Continental westbound from Montreal and one hour and 30 minutes 
westbound from Toronto. The eastbound schedule from Vancouver to Montreal 
-and Toronto was reduced by half an hour. 


Improvements were also made in passenger train schedules between 


_ Montreal-Toronto-Chicago, Halifax-Montreal and Halifax-Sydney. 


Self-propelled Railiners were placed in operation on the following inter- 
city runs: Truro-Sydney, Moncton-Campbellton, Quebec-Edmundston, Mont- 
real-La Tuque, Montreal Sherbrooke-Island Pond, Regina-Saskatoon-Prince - 
Albert, and Fort Frances-Duluth. These changes in service produced operating 
economies and in most cases permitted worthwhile reductions in running 


times. 


Following a special survey made by railway officers, a number of im- 


Pe. provements were put into effect in Newfoundland rail and coastal operations, 


and budget submissions were prepared for other improvements involving 


- capital expenditures. 


Montreal Terminal Develonment 
A master plan for the development of the 2l-acre terminal area sur- 


- rounding Central Station Montreal was formally accepted by the company in 


August. The plan, formulated by Webb & Knapp (Canada) Ltd., calls for the ~ 
construction of a 40-storey, cruciform-shaped office building on Place Ville- 
Marie. Surrounding the main building will be a multilevel complex of shops, 
restaurants, a theatre, transportation and parking facilities and other office 


On January 1, 1958, a lease covering 5.9 acres was concluded with Place 


 Ville-Marie Corporation, a fully-owned subsidiary of Webb & Knapp (Canada) 


Ltd. The agreement provides that a major part of the development is to be 
completed within five years of the signing of the lease. 

During 1957, plans progressed for the construction of a new CNR head- 
quarters office building to be located in the terminal area. 
Hotels 


The new Queen Elizabeth hotel in Montreal was near completion at the 


‘ end of 1957, with the official opening planned for mid-April 1958. It is ex- 


pected that this 21-storey hotel, with its 1,216 rooms, will attract many 
visitors and convention groups to Montreal. 
Plans were also made during the year for a 165-room addition to the 


_ Nova Scotian hotel in Halifax. 


Communications 


The demand for commercial communications service continued to grow 


during 1957 and Canadian National Communications facilities were again 
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expanded. Telegraph channel mileage increased by 21% to 610,724 and tele- 
phone channel mileage rose by 38% to 142,303. 

The joint Canadian National-Canadian Pacific microwave facilities for 
the CBC television network were extended from Quebec City to Jonquiere 
and Rimouski during the year. Preliminary surveys were conducted for the 
extension of this network to Three Rivers, Que. Work was also started on the 
construction of Canadian National’s microwave relay facilities for television 
and general communications between Sydney, N.S. and St. John’s, Nfid. 

“Telex” service, inaugurated jointly by Canadian National and Canadian 
Pacific in 1956 between Canada and overseas countries, was expanded during 
1957 to provide service between eleven Canadian cities. At year end, installa- 
tions were being made in ten additional cities. ‘‘Telex” service, providing 
instantaneous two-way written communication between subscribers’ offices, 
has been highly successful, and the biggest problem has been to obtain equip- 
ment fast enough to meet the demand. 

Canadian National’s message relay operations were further improved 
during the year with the installation of modern torn-tape facilities at Moncton, 
Winnipeg and Vancouver. In addition, a semi-automatic switching system “is 
being installed at the relay centre in Montreal. 


Work Methods 


Further advances were made during the year in the planned application of 
integrated data processing principles to the mass handling of railway informa- 
tion. This program is designed to increase the effectiveness of the CNR’s 
recording and accounting operations, to provide improved control data, and to 
reduce clerical costs. . 

As part of this program, Canadian National brought its new Computer 
Centre in Montreal into operation during the year, and this centre is being 
utilized to process a large part of the railway payroll. The centre houses a 
medium-scale magnetic-drum computer which, with the help of smaller © 
machines, is currently performing the enormously detailed calculations inci- 
dental to payroll operations and is producing completed cheques at the rate 
of 1,500 per hour. 

Electronic data processing techniques are also being applied to the field 
of recording and tracing the movements of freight cars. 

The introduction of data processing machines is an important phase of a 
general approach to the improvement of methods of performing work, whether 
of a clerical or production nature. The streamlining of office routines and 
procedures, the reorganization of work groups in repair shops, and improve- 
ments in materials handling techniques are fl ra eee we of other efforts 
that are being made in this direction. 


Research and Experimentation 


Canadian National continued to place emphasis on research and experimen- 
tation during 1957. To keep the railway in step with the changing needs of 
the travelling and shipping public, studies were made of new equipment, 
materials and processes effecting virtually every phase of railway activity. 

Technical research resulted in improvements in a wide variety of railway 
equipment, including rail fastenings, locomotive wheels and passenger car 
upholstery. In addition, a continuing program of laboratory testing led to new 
specifications for the purchase of items such as oil filters, rolling stock com- 
ponents and hotel furnishings. 
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Two new versatile types of freight equipment are under development. 


~ One type, a heated box car, is being designed to give sufficient protection to 
_ perishable traffic during the winter months, without losing the advantages 
of the standard box car during the rest of the year. The other type, a multi- 


purpose box car, has adjustable doors that can be adapted to the dimensions 
and loading characteristics of different commodities. 


During the year, Canadian National entered upon a new and promising 


field of research activity, with the organization of an Operational Research 


section in the Department of Research and Development. This new section 


will seek to apply to railway problems the methods and techniques of this 


new branch of applied science that have proven their worth in other fields 


of. activity. 


: GENERAL 


Industrial Development 

Company officers worked closely with both municipal authorities and 
business interests to promote orderly industrial development in areas served 
by the railway. In the Maritimes, industrial survey of towns and cities were 


under preparation by the company as part of a co-ordinated regional program to 


stimulate industrial development in the eastern provinces. 


St. Lawrence Seaway Project 

Construction of the St. Lawrence Seaway and associated power develop- 
ment projects necessitated a number of changes in CNR facilities. A 40-mile 
diversion of the railway’s main line between Cornwall and Cardinal in Ontario 
was completed and placed in operation during the year. Negotiations with 
Ontario Hydro covering apportionment of the costs of this diversion were 
satisfactorily concluded. 

The seaway project also made necessary the construction of new highway 
approaches to Victoria Bridge. These new approaches, in conjunction with lift 
spans, will allow an uninterrupted flow of vehicular traffic across the bridge. 
Construction of a railway diversion for accommodation of railway traffic around 
the St. Lambert lock has been undertaken by CNR pending final allocation of 
cost. 


Co-operation under the Canadian National-Canadian Pacific Act, 1933 


Studies were conducted by both railways during the year to determine 
the feasibility and value of further pooling arrangements but no new pool 


services were instituted. 
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Corporate Reorganization 

While there were still 45 companies in the complex of corporate identities 
comprising the Canadian National System at the end of 1957, progress was made 
in studies aimed at the elimination of a number of these companies in 1958. 


THE YEAR IN PERSPECTIVE 


The financial results for 1957 are a matter of particular concern because of 


what they portend for the future. 


Mention has already been made (page 5) of the growing imbalance between 
the prices paid by the railway for material and labour services on the one hand, 
and the rates charged for railway services on the other. Not only does this 
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condition obscure (especially in a period of falling traffic) the very real 
improvements that have been made in operating performance but it threatens 
to frustrate the long-term objective that Canadian National should, on the 
average, be able to pay its way taking the good years with the bad. 

The financial outlook for the immediate future is overshadowed by the im- 
plications of the wage and other demands put forward by the unions, particularly 
those representing the non-operating employees and the firemen. These demands, 
if implemented, would inevitably result in deficits greater than any recorded 
since the Canadian National began operations as a unified system. 

It is evident that CNR, in common with other railroads in North Aor 
has entered upon a period of transition accompanied by severe financial stress. 
Along with the need to adapt to an increasingly competitive environment and to 
rapid changes in the technology of transportation, there arises the collateral 
need for an acceptance, on the part of those employed in the industry as well 
as the public they serve, of the implication of these changes. Specifically this 
includes a re-appraisal of traditional methods and practices, the elimination of 
functionally duplicate facilities and operations, and the abandonment of un- 
profitable services that can no longer be justified. This in turn requires a proper 
climate of understanding, and a willingness, on the part of all interests, to 
make common cause of improved efficiency in transportation. | 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AT DECEMBER 31, 1957 


Note 1. Property Investment: 


Additions since January 1, 1923 have been recorded at cost and properties 
and equipment brought into the System at January 1, 1923 are included at the 
values appearing in the books of the several railways now comprising the 
System to the extent that they have not been retired or replaced. 

Depreciation on Canadian Lines: Depreciation accounting as adopted for 
equipment in 1940, for hotel properties in 1954 and for track and road structures 
and all other physical properties except land in 1956 has been continued in 
1957. The depreciation rates used are based on the estimated service life of 
the properties but do not provide for depreciation which was not recorded in 
prior years under the replacement and retirement accounting principles then in 
force, nor for extraordinary obsolescence resulting from the introduction of 
more efficient equipment. In recognition of the obsolescence now occurring with 
steam locomotives, supplementary depreciation amounting to $7,500,000 has | 
been charged to operating expenses this year to provide in part for the deficiency 
in the depreciation reserves which will arise from the early retirement of steam 
locomotives and their replacement by diesel power. 

Depreciation on U.S. Lines: Replacement accounting for track and deprecia- 
tion accounting for equipment and other physical property except land has 
been continued in accordance with the regulations of the Interstate Commerce 
Commission. 


Note 2. Buffalo and Lake Huron Railway Company: 


The railway line of this company has been operated as a part of the 
System for many years under a lease arrangement. Pursuant to an offer made- 
in November 1956 to the shareholders of the company, all the shares of the 
capital stock have been purchased. The assets and liabilities of this company, 
including $3,148,856 for property investment and $2,023 765 of long term debt, 
have been consolidated with the System accounts. 


Note 3. Material and Supplies: 


The inventory has been priced at laid down cost based on weighted 
average cost for ties, rails and fuel and latest invoice price for new materials in 
general stores, and at estimated utility or sales value for usable second hand, 
obsolete and scrap materials. 


Note 4. Capital Stock: \ 


The capital stock of the Canadian National Railway Company (other than 
the four per cent preferred stock) and the capital investment of Her Majesty 
in the Canadian Government Railways are included in the net debt of Canada 
and disclosed in the historical record of government assistance to railways as 
shown in the Public Accounts of Canada. 


Note 5. Pensions: 


At December 31, 1957 an amount of $177,967,669 had been accumulated in 
the Pension Trust Fund in respect of pension liabilities. This amount 
represents provision for pensions in force under the 1935 plan, but not for 
pensions granted under prior plans or for increased benefits granted to employees 
who were contributors under the 1935 plan and who retired on pension prior 
to January 1, 1952. Consistent with its established practice the railway has 
made no transfer or allocation of funds for pensions conditionally accruing 
in respect of employees now in service. 
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Note 6. Major Commitments: 


(a) Chicago & Western Indiana Railroad Company: 


Pursuant to a joint supplemental lease dated May 1, 1952, the Grand Trunk 
‘Western Railroad Company and four other proprietary-tenant companies are 
obligated to pay, as rental, sinking fund payments sufficient to retire bonds at 
maturity and interest as it falls due with respect to First Collateral Trust 
Mortgage 42% Sinking Fund Bonds Series “A” due May 1, 1982. The Grand 
Trunk Western’s proportion is one-fifth in the absence of default of any of 
the other tenant companies. The bonds outstanding at December 31, 1957 
total $57,375,000. | 


(b) Detroit & Toledo Shore Line Railroad Company: 


; The Grand Trunk Western Railroad Company is jointly and severally 
- liable as guarantor of principal, interest and sinking fund payments with 
respect to $2,850,000 First Mortgage 34%-30 year Series ‘“‘A” Bonds, due 
December 1, 1982, of the Detroit & Toledo Shore Line Railroad Company. 
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CONSOLIDATED INCOME STATEMENT 


1957 
Railway Operating Revenues 
PE TEIPHESER VICES KS PN RL ig Sain wale laela hos i pea ee Bik, Pee ates ee $ 604,932,271 
Passenger Bervaees i.e 'escis fb Ghee caw aoe Re Aleta oie las Bs ele e's! bop aatwan eee 58, 035, 602 
TUTORS Aaa st EMO GM Tes cul OHO EIR he eae dete ei eta 42,926, 608 
COTA TTATTIES GLOMUS tae eas US ls oii aa Weve ee a Lal Ohta aL 6 ae ates Stone geen vetats iene Ne 20, 750,060 
PANTO DNET Se Os BR ioe a Uti eS S 7, Sy Web RUS algo cr A AMUN tae, Nw ca Ie Ba aon 26,521,423 
Total operating TEVeRUCE 2.5 cam ck Sos Ey ieee sites ass vie eet 753, 165, 964 
Railway Operating Expenses : 
Road mambpenaned et sk Pals Vee eee ees Bane tee OR Wat Fen Mia 153, 760,070 
Hquinment maintenance ss v5 A i ee vin ype anna le ead ae 161, 961, 616 
EP ATC EEN REN REG Nile, ng natin ot one RRs fe Wea eee ptas CRE eeere ake 14,507,955 
PETARSPOLTAMION ANG i.e Aicie eae c Ghat Mine GEbani saibee. ale Merion s elt e ein lates 342, 364, 345 
Miscellangons Operations . oS. s ck ipa eitae Tees ee ain we arc Maids 7,066,328 
CEETOTA rh RIAN oh ROTA ecco hae enn gue cent oi Rie ee cs aura 54,895,727 
Totaleperating expenses.) 52sec aie as ENGL eiela eca mee 734, 556, 041 
Net revenue from railway operations................65- 18, 609, 923 
Taxes and Rents 
Railway tax acentats. 1 24. Gites 4 uittes eee ey ane Hine ROS Rc tees ie 16,573,037 
Equipment rents—Net debit..... eb ee MAUR Gm ay Yl add Sey Ay ect SURE oa | OGL : 3, 856, 235 
Jot tacility, rentS—Net debit. ora Ne aera Sots an ig Oia elie ezaab 229,065 
Ova WAX CS AUCH TONES: oi caiseionge Meat as me & Duele ala Oe we Mw mee tts iad 20, 658, 337 
Net railway operating Incomes 20 Sasi Sele acain e oes 2,048, 414 
Other Income 
Ineenie From Waase OWTOad) ake ei A OK ee vee oh oe aie coe ey es 45,362 
Miscellaneous rent. income es Bu ae ea lee oc aie Soe ween tos eke lee 1, 674,537 
Income from non-transportation propertieS.........cc cece eee cee ceece 1,436,271 
EPOtel MNCOmMe wie: hehe) ie eee Cte qn bie) albinos SAME eave tl ata cae 1, 606, 824 
Income from separately operated propertieS...........eccecceeeeees — 
Drv tdenGAncome se oe Me ek eta MAC pie teeta a ee ide 374,061 
Interest WeOrire re ee ea co. SNe Grea aha MS CkiseM Tea ee 2,919, 346 
Miseellancous income So Ean: nie Sic kes UN Ve eNO ee ae 1,513; 452 
Profitiand4oss=- Net ‘Gredital. Pe 2. eater a Ss a eo re ene 485,479 
(Be tal opener ANGOMIC cll 1 NNO re Ogee Ani erg ooh eau gl ee eta 10,055, 332 
Deductions from Income 
Miscellaneous renter tc Frais ea ais ore es Ao ee Ls Fe ieee Soe ee 417,635 
Miscellaneous income: chargesi.oii. vs oc). og + ook vb va Une aka sedan 190, 144 
Total deductions from INCOME! VA eee Re ieee akc ho ae ae 607,779 
Net income available for fixed charges................. 7,399,139 
Fixed Charges 
Rent forieased roads. .c tk se ec beeen FLatlees she elork sreegeete 161,898 
Interest on bonds, debentures and equipment obligations............ 24,766,117 
Intérést onigoverament loans). fou. coy bee oe eee coe des Ce viet 11,049,277 
Interest, Om. Ob ber Ge DG. ies. We ceek aac hss Peer erie tak hah eee aig see eae 308, 155 
Amortization-omdiscountion bonds .0i ssi cess ae eines bees wee Anes 686, 233 
otal Heer arr GS, hc se i wa Mae bode Weta le Nien ee 36, 971,680 
Deficit or Surplus $ 29,672,541 


$ 


1956 


631, 880, 409 
56,397,814 
43,269, 566 
19, 881, 534 
23,371, 324 


774, 800, 647 


140,379,408 
142, 251,485 
13,441,595. 
346, 127, 246 
7,201,150 
53, 902, 678 


703, 303, 562 


71,497,085 


14, 733, 987 
9,758, 278 
213,010 


24,705,275 


46,791,810 


45, 362 
1,649,726 
1,921,301 
1, 629, 836 

595, 590 

361, 666 
2,754, 680 
3,318,771 

236, 232 


12,513, 164 


682, 501 
762,531 


1,445, 032 


$ 


57,859, 942 


476,054 
26,472,551 
3,786,009 
312,302 
736,075 


31,782, 991 
26,076, 951 
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36 SESSIONAL COMMITTEE 
PROPERTY INVESTMENT STATEMENT 


Capital Expenditures in 1957 


Property Investment at December 381, 1956................. 

Hosa way ami provements, (5) yao cad Gane somes wcs $ 55, 204, 784 

TAT SO LERMAN AIS! Ca Sas GENS ERR ao eh ee ak ee bene 6,170,977 

Communications facnities os 4) 65033 Saks WAG Wwe e bin ela 12,354, 808 

TOS WAYS DUE IB 8. a Bie Cn) ne aur en 8, 218, 874 

PY ard (Hacks ANd BUUIBES sss yokes nese ne Nicks ue oe a 4,387,198 

Roadway and shop machinery : 50. neg eee een 3, 201, 230 

rey Fn SUE Keiser AN een MIR ib oh EAU ea ai ac CR NNR IRA 1,563, 742 

High way.crossing protection}... aoe Seeds fae Geky 392,617 

PANE G1 VERSIONS Uo) Wis Gee uaa te oe el ret Re 359, 399 

CUCM ER TACHIPIES OPA Ne ON MI crane art ame te le al arg 2,197,302 

94,049,931 

Branch Maines. {coasts i Sele ee eas ah ote wae le eae a 8,695, 190 

Nm cy 7) Sitter IRA Diam AL RRC AN ROR Gan) IRS Rae AUR allay 9, 890, 863 
iG OOT TENG 2. a Roe Whyid nora Aaa es ere clean ae 139,643,428 $252,279,412 
Deduction in respect of property retirements in 1957......... 47,624,317 
is 204, 655, 095 

Government of Canada expenditure on Canadian Government 

UA eee ila WR SUNG ic La eae or RRL Y gue oe er ieee a ita / 429,461 
Buffalo and Lake Huron Railway Company (Note 2)...... 3,148,856 


RECORDED DEPRECIATION STATEMENT 
Recorded Depreciation at December 31, 1956............... 
Add—Provision for depreciation for the year 


Road Maintenance 
Road: property depreciation: <P eek else wack oak $ 35, 164, 598 


Equipment Maintenance 


Rolling stock and vessel depreciation............... 33, 689, 891 
Supplementary depreciation—steam locomotives... 7,500,000 
Other equipment and machinery depreciation....... 1,482, 909 
Other Physical Properties jee ada ee chee yoy ee GM: 822, 832 


Deduct—Charges in respect of property retirements......... 


Recorded Depreciation at December 31, 1957........0...00- 


$3,093,411, 8 


208, 233, 4 


$3, 301, 645, 2. 


$461, 123,0 


78, 660, 2: 


539, 783, 2: 


28, 531, 91 


$511, 251, 2¢ 
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40 SESSIONAL COMMITTEE 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


Carrrat Stock OWNED By GOVERNMENT OF CANADA 


Company 
number ' ; 
1 fCanadian National Railway Company (Common)..............cceeseeeeeees $ 396,518,135 
\Canadian National Railway Company (Preferred)...............eeceeeveeee - 861,354,082 


$1,257,872, 217 


CapitaL Stocks OWNED BY SysTEM OR PUBLIC 


Controlled Capital 
by company stock - Owned by 
Name of Issuing Company number issued public 
1 Canadian National Railway Company.......... -». see above 
74 Atlantic and St. Lawrence Railroad Company.... 1 $ 6,302,340 $ 3,840 
3 Buffalo and Lake Huron Railway Company...... 1 1,406, 298 
4 Canadian National Express Company............ 1 1,000,000 
5 Canadian National Hotels, Limited........... Piet 1 28,970, 150 
6 Canadian National Railways (France)........... 1 1,886,114 
7 The Canadian National Railways Securities Trust 1 5 million shares 
8 Canadian National Realties, Limited............ 1 40,000 
9 Canadian National Rolling Stock Limited....... 1 50,000 
eae Canadian National Steamship Company, Limited 1 15,000 
11 Canadian National Telegraph Company.......... 1 525, 900 
12 Canadian National Transfer Company........... 1 500, 000 
13 Canadian National Transportation, Limited...... 1 500 
14 The Canadian Northern Quebec Railway Com- 
PAD. OE EL aC Oke Winans PRED We Leia aide SORE a eae pa 1 9,550,000 3,849,200 
15 The Central Counties Railway Company......... 1 500, 000 12,000 
16 The Champlain and St. Lawrence Railroad Com- 
DTV Merc ese eek ene sien a8 kl ote aces one ceartic dUhaaln euass 1 50,000 
17 The Great North Western Telegraph Company of | 
Canad aig iri. Poy (ale t pene pane ic uae heerlen hee 1 373, 625 6,825 
18 The Lake Superior Terminals Company Limited. 1 500, 000 
19 The Minnesota and Manitoba Railroad Company. 1 400, 000 
20 The Minnesota and Ontario Bridge Company..... 1 100,000 
OAL Montreal and Southern Counties Railway Com- 
PAT i Mcid a! oe SCT declared eM REE rane th anv AU el 1 500, 000 140, 600 
yeh Montreal Fruit & Produce Terminal Company, . 
PAIGE oj Maes ieee CEU mas eateed nb cree 1 500 
23 The Montreal Stock Yards Company............ 1 350,000 
24 The Montreal Warehousing Company............ 1 236, 000 3,820 
25 Mount Royal Tunnel and Terminal Company, 
Titty a RO NR Th 7 Ale 2g acre, Bk i FM ea a 1 5,000, 000 
26 National Terminals of Canada, Limited.......... 1 2,500 
27 The Niagara, St. Catharines and Toronto Railway 
COT DAN cone et Bah elas acs ie) 0B ep Ge EUR a a 1 925,000 
28 The Oshawa Railway Company....... Pea aS Ba 1 40,000 
29 Princo’ George eased a fs ae eon eek Wee 1 10,000 
30 Prince (Rupert; Lanaite dy. ech oe eee ok bse ne ee a | 10,000 
31 The Quebec and Lake St. John Railway Company 1 4,508, 300. 489,160 
32 St. Clair ‘Tunnel Coma pany ind eu gis latin cs we alkanes 1 700,000 
33 The Thousand Islands Railway Company........ 1 60,000 
34 The United States and Canada Rail Road Com- 
MORIN lic Cpr el ese See em I oe Renn RL aie Cane ON 1 219, 400 425 
35 Vermont and Province Line Railroad Company.. 1 200, 000 
36 Central Vermont: Railway, Ine:s. 4 dsionci4 SColae 1 10,000, 000 
oY The Centmont Corporation....... PU TRE MN SES ip 36 176, 400 
38 Central Vermont Transportation Company....... 36 200, 000 
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39 Duluth, Winnipeg and Pacific Railway Company... 1 3,100, 000 
40 Bee Rainy Lake & Winnipeg Railway Com- 

ERR WME COME SUMNER LU RT Nin ed ae NN Ale rhe ai CMR 39 2,000,000 
41 Duluth, Winnipeg and Pacific Railroad Company. 39 100,000 


42 Cee Trunk Western Railroad Company (Com- 


COME ee Ao lapte 8 MHWL, at MMC Eh Dates tha 1 20,000,000 
42 Grav Trunk Western Railroad Company (Pre- 
WOE TOULY rs) Saceies ok eae CA A ture as ana ahs Dh 1 25,000, 000 
43 Consolidated Land Corporation............0.0005 42 64, 000 
44 Grand Trunk-Milwaukee Car Ferry Company.... 42 200,000 
45 Industeisl) Land: Conmiparniy 4 eco ae sks aati ibe Se 42 1,000 
; $4, 505,870 


In addition to the shares of the Canadian National Railway Company the Government of Canada 
- has also invested $381,579,089 in Canadian Government Railways. The Canadian Government Railways 
property is entrusted to the Canadian National Railway Company as part of the System. 
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INVESTMENTS IN AFFILIATED COMPANIES NOT CONSOLIDATED 


Transactions 
Percentage of Investment Year 1957 Investment 
Investment a Increase or. a 
Company Held Dec. 31,1956 Decrease Dec. 31, 1957 
The Belt Railway Company of Chicago 
Capital Stores ike ah ee cae yee in 7.69 $ 240,000 i $ 240,000 
INGVANGES os Pr Ge: Ou) De SONS Ses aL ARe aa |S 48,971 $ 2,479 51,450 
Chicago & Western Indiana Railroad Company 
Capitalspock's. 7a neu ke ce haste ee Maas 20 1,000,000 1,000,000 
Mel VATCESE Re ok EA orci ea ON laa 4,945,023 327,521 5, 272, 544 
The Detroit & Toledo Shore Line Railroad Company : 
CJagital bOe ke.) kcetsual se carers Gan enn meiner 50 1, 500,000 1, 500, 000 
Detroit Terminal Railroad Company 
Capital: Stoge ei: ses vae Rie ae uo eee ee 50 1,000, 000 1,000, 000 
Northern Alberta Railways Company 
Ganpital Stocks eexteae yas se ee See ee whee 50 6,475, 000 343,000 6,818,000 
Bonds Hose eee aan SOR eels ae 50 12,867,500 682,000 13, 549, 500 
EAE ACER yon icc se Ne oa ei pie CL) HME Se, pa Gn Ce 1,150,000 1,150,000 
The Public Markets, Limited 
Capital Spoclowegicr aa Hes aot eee Sue ei ies 50 575,000 575, 000 
Railway Express Agency, Inc. 
Capital pte Gp Pa allt ip odes NM oe BIR NG De 0.6 600 600 
FN CAVIANCOR Ieee ot oman s, bets ate rcs cae RNC ee 173, 493 173, 493 
The Shawiibie Falls Terminal Railway Company 
Gapnavstock ire Rye ore kee eee cea amen 50 62,500 62, 500 
The Toledo Terminal Railroad Company 
CADITAR BLOGS tue egies Roe ere Roce see 387, 200 887, 200 
The Toronto Terminals Railway Company ‘ 
Capital etackse sive: sons ul eikmee icharumen 50 250,000 250,000 
Bande eee es AT As a ae ares 50 12,455,000 835, 000 12,120,000 
Trans-Canada Air Lines 
CEPA LOCK Nice sae Weds ero ee OMe oa ced eae 100 5,000,000 5,000,000 
PISHSMEULS Tee ee ace Coe ee ee Se ens 100 20,000,000 20,000, 000 
A Cvrances's nti EU tal YO haat 20,000, 000 12,000,000 32,000,000 
Vancouver Hotel Company Limited 
Capital Stocks .abeiy et leery 50 75,000 75,000 
TOtale ees a eere ota ii $87,055,287 $13,782,800 $100,838,087 
SOURCE AND APPLICATION OF FUNDS FOR THE YEAR 1957 


Source of Funds 
Amount recoverable from Government of Canada in respect of deficit for 
the year (including $13,000,000 received on account prior to De- 


SeMIbSr Sik TOS Payee as he eae UC Ig a Nace Saks ome Reales WIN ator gE $ 29,572,541 
Increase in Recorded Depreciation 

Provision, [Or TAS VEaRie ie Re ee ee ART wiedm Oye eet ee ON OE cece Mane ats $ 78,660,230 

Less—Reduction in respect of retirements..........00ccee cece ceceeee 28, 531, 966 50, 128, 264 
Long Term Debt 
Increase in Government of Canada loans.......60.. 0. cece ewe eee ee sees 270, 303,023 

Debt of Buffalo and Lake Huron Railway Company................ 2,023,765 

272,326,788 ‘ 

Less— Decrease in bonds, debentures and equipment obligations..... 73,267,778 199,059,010 
Shareholder’s Equity—Government of Canada 

Issue of 4% Preferred stock of Canadian National Railways......... 22,750,879 

Additional capital invested in Canadian Government Railways..... ,461 23,180,340 

$301, 940, 155 


Application of Funds 


Deceit: for the vy earners aaas cate eae as tra NL Sean mae ha eee oe $ 29,572,541 
Property Investment 

AAG IGIONE oe ee tle hak ZU Un er Ge Talli el aa eR $252, 279,412 

Leas-- Retirements. so. Seas Pes tiaes letters la die tiesto, afincbale ene eaea Galante - 47,624,317 

204, 655, 095 

Property of Buffalo and Lake Huron Railway Company............ 3, 148,856 

Government of Canada expenditure on Canadian Government ei 

FRAMU WAV RS ose cae sic Salk WSs oo wake a tiie rue iielncchencnie, pl inate IRMA eg at 429,461 208,233,412 
Advances to Trans-Canada Air Hines 00 hua eo ansience comin a sista nee wee 12,000,000 
Government of Canada current account...........ecccceececcccccececccs 42,649, 492 
Tncrease in working Capital kas cb euk kee ee eh une heme 3,627,283 
OR GR CI so Ri OAR ae Can ae oa es Cana Rd EN Gein Oe SDREN S 9 5,857,427 . 


$301, 940, 155 


1 
14 
31 

6 


330 
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EQUIPMENT PLACED IN SERVICE DURING 1957 


Diesel-Electric Locomotives 


380 HP road-switching 
1000 HP road-switching 
1200 HP road-switching 
1600 HP road-switching 
1750 HP road-switching 
1800 HP road-switching 
1750 HP road-passenger 

900 HP switching 
1000 HP switching 
1200 HP switching 


Freight Equipment 


1,400 
150 
3,015 
94 
250 
587 
150 
100 


50-ton automobile transporter cars 
30-ton box cars 

50-ton box cars 

70-ton covered hopper cars 
70-ton triple hopper cars 
70-ton longitudinal hopper cars 
30-ton flat cars - 

70-ton flat cars 

50-ton refrigerator cars 

75-ton ore cars 

70-ton gondola cars 

cabooses 


Passenger Equipment 


14 

5 
20 
50 


89 


unit cars—diesel railiner 
dinette cars 

baggage cars 

express refrigerator cars 


Work Equipment 


7 
1 


FPOrRrFP RP wre 


diesel locomotive cranes—30-ton 

diesel locomotive crane and pile 
driver—30-ton 

diesel wrecking crane—250-ton 

Burro crane—12-ton 

Jordan spreaders 

Jordan spreader-ditchers 

scale test car 

Russell snow plow 

30-cu. yd. 50-ton air dump cars 

work unit built from salvage in 
railway shops 
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INVENTORY OF RAILWAY EQUIPMENT - 
Orders 


On Out- 
On Hand Placed Hand standing — 
Jan. 1, in Converted Deevsi, = Dee: G1, 
1957 Service Retired Added Retired 1957 1957 
Locomotives Cee 
Steam Road sunt Seas 1,380 188 1,192 
Steam—Switching............ 325 73 252 
WeCtIC eM elke rms Se 33 
Diesel—Electric— 
Road—Freight............ 173 173 
Road—Passenger.......... 52 36 88 16 
Road—Switching.......... 496 » 248 2 742 106 
Swutehingss hil yee at 384 46 430 19 
POUB ES Hake Ce ais emia 2, 848 330 263 2,910 142 
Freight Equipment 
BOeCarsigecnes auve ee hee we 79,100 4,565 1,401 404 81,860 
PAG Careers, wii ee eek ey ss 6,302 250 104 Al 6,407 406 
Stock carscccn, stake so ohiakns 2,796 31 2,765 15 
HOpper Cars ieee Sa ee ks 6,329 344 153 3 6,517 1,150 
Gondola cars varie oe 11,899 200 52 12,047 200 
Ore Cars ye tee te as 1,369 280 1,649 200 
Ballast Capmsai twice herent dees anh Pr 587 v4 90 2,667 101 
San Career cuts. oko as ste 25 25 
Retrigerator Cars io oh. sass 5,047 200 Day 9 path i 280 
Caboose Carer cue) Nye a, 1,802 13 46 84 : 1,853 12 
Other cars in freight service.. 1 1 20 
(DORAL SOWer ARES a, 116, 847 6,439 1, 821 84 547-.. 121,002 2,389 
Passenger Equipment 
COAG Cat Bade eeruiconmie ee 1,032 45 2 10 979 yi 
Combination Cars......5..... 244 8 v4 238 
PB StsbGaleaeersn actos ane any Rasp tie 103 5 3 1 104 1 
Colonist Cars ciel heatee 72 3 2 68 
PALlOPieare sak Ak Ss vere 1 76 
CPAP IC OTS ey il BMRB Naan alia: 19 1 18 
SleepinesCars ts ea esc eh 456 4 452 
Pourist care Occ ee cna 35 3 32 
Baggage and express cars..... 1,348 70 14 11 1,415 32 
Postaltearsi 052i .58 PUA kb shee 57 1 56 
Unt. Cans Wohnen ken hat 41 14 2 53 5 
Other cars in passenger ser- 
WICE wan eee NEARY Rasa aK 3 80 2 S 81 49 
MOPS are dah agate 3,565 89 78 18 Ze 5 Mie 89 
Work Equipment 
Units in work service........ 9,367 150 308 467 9, 676 90 
Floating Equipment 
Tar SOTPIER UT iin hie Nk ae 8 8 
TATOOS 2 tela INCU SAIC hau Sa 6 6 
Sheanversa,.. segue ete wee 15 15 
OL TES Bes Sieh eed tod ves tba a lee 5 5 
WO es Aen! TW Nr RE 2 2 


MOG Leen See: uae Wr og 36 36 


4 => i 2 
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; STATISTICS OF RAIL-LINE OPERATIONS 
P 1957 1956 
“ Train-Miles 
MENU GETING OOUVARE ARTO ea: Ae IR Oi tasers aN ebony MRA a UN og 42,073,087 47,944, 638 
BE RGEN PET SOU V ICO Ate fur Cle walle pie Pesldl wee o's See oldie dela sierase i « 23,820, 127 24, 268,051 
. UL GNA QS ol S200 A NR RSH rs a VNU GR 2, 240, 263 2,377, 562 
hiss 
ae Votal -tramomiles i) ioe... hve ae eae 68, 138,477 74,590, 251 
Be sepmictive Miles 
NEM LCA CLV UOD NG ob inial a Nia nc aal nisin ~ e'inrgin oasiglesn’ gs! d)s Gianni d'n Uaisiy ¢ aik'p Gear 43,555, 662 50, 322,972 
Pe ERCOMOM BEL VACO navies ack oni re co Waal MOR RC ale hoot dea nd ved uate one 22,692,795 23,032,672 
TOE Wt MaDe aa ROU Ye oii Se hla, One us ovals watane eh oe boa asus} de 3, 288, 334 3, 722,002 
pe Le USS OU OTN. vies Jee ELAR aay ar dy Dashes 2S EB a Yad ale LAS 25 120, 059 
Viard witehinge—— EP Pewr OG eles a el esis aie oe wale Sua? Dele D5 Ole 17,612,051 18,979, 856 
pie OMNES Slee ip Mii git A LM RET cas irri iN) SEN 1,808, 085 1,805, 446 
OT PCE IC ON ey reels a Bu M ries Wie ue MO cut Tad fo St NS aa Ae tee 2,320, 934 2,463,917 
Total locomotive-miles..........,... 91,391,586 101, 046, 924 
o Car-Miles 
74 Freight Service: 
DEMO ERCTEATG (CLES op.) 5 Ue ei ate cots nee Wily De cae STS Go Blanes) a 1,267,510, 516 1,417, 709, 588 
POTIE VT GELS Nt CAROL Pat Ceee ker mitn RRM ANTE! NID ce UM li i ees OR icy a eo 645, 368, 069 711,181,806 
Passenger coach and combination Cars........ 0... ce eee ce eee 4,849,219 5,206,310 
PN CHOC ARS eee aac mie Mae seem, dad Uy Ua Maso) 20 11,918,313 10, 436, 049 
i OS IR ORSTO AL De iH SUR red Ua Pass NMR a at Peg URE 42,538,945 48, 270, 164 
ip” 1,972,185,062 2,192,803, 917 
_ Passenger Service: 
r SSC OSS Eg SV od a AY cos cp REE nt Me adc A RP a a 1,475,497 879, 553 
7 Meng yorroie nny Cars Ge aos. 1 s/s aerveleak eatin bike 40) cnc cael Maks kia abate 60,746 54, 245 
a Passenger coach and combination Carsi...s.. 08. ccc e ee cece se hes 53,798, 538 54,977, 530 
f ; Sleeping. parlor and observation Carey: ch See Oe ees 59,010, 840 57, 654, 261 
e.. PEAT CATS x2! Ee. Binet hen. cate cae HA ies ane Oot ans SNE Ne MN ae Nae 9,469, 868 9, 090, 836 
ted GO UuUGnCal Seater cy ce. MeN a MEA Soh Aer hI? mR CONMIN Uae IR 2,293, 943 1,916, 297 
oY Other cars (baggage and express Cars, etC.)..........e cee eee eee 93,789, 200 92,501,172 
219, 898, 632 217,073, 894 
i, MV OT SERVICE As Soo Vel ale Moin, oy eee en oes TIMRE eae: WRC NL rll Sa 4,977,773 4,810, 716 
MWovalaearanatles i: Oe ee eo a 2,197,061, 467 2,414, 688, 527 
me. Average Mileage of Road Operated. ......00.6 e000. 0 cee seb cece 24,282.06 24,270.56 
e Ms 4 
Freight Traffic 
a ‘Fons catried— Revenue treieh it 03s se ee increta ssoipuedatevaleaue d's 88,880, 881 99,0383, 731 
od "Ron-miiles--te venue Ireient.. 0S Boe arate on lester er Panatale teratetehd 36, 673,910, 825 41,935, 388, 811 
oy Hexreuie pettoma te et Le Ne ce a Melia eeek dg) as Pans $6. 60742 $6 .18746 
Y: PEW OUUC HET CONTA! os ah hl ee Ae 2g ose eR, RS a aes $0.01601 $0.01461 
a RAPROT AS AGAMA ests oh le Be wep UA LCD AA crater tala cle SHG MpeR SoG 412.62 423 .45 
¢ Ton-miles—— Revenue freight per mile of road. 1s. 0coendes os ise 1,504,385 14240043 
Ton-miles—All freight per mile of road.... 00.00.00 00s eee eee 1,587, 684 1,823,510 
Gross ton-miles of cars, contents and cabooses........... 00.000 85, 556, 996, 797 95,956, 149, 254 
Net ton-miles of freight (revenue and non-revenue)............. 38, 552, 235, 048 44,257,605, 305 
Train-hours-in freight road: Service: oo.) ee ees aie wishes ae y 2, 284, 285 2,731,939 
Gross ton-miles per freight train hour........0.......0. ccc sees < 37,017 34, 742 
"Average speed of freight trains (miles per hour)................. 18.4 17.5 
Average gross load— —Freight trainee CONS) 640 sO OU ences 2,010 1,980 
Steam locomotive miles per serviceable day (excluding stored). 92 122 
Diesel unit miles per serviceable day (excluding stored)........ 223 251 
Passenger Traffic 
RASHES Opec ed gk? A812) 7 AM kel UN IR bette Eo Ys RR RP RE 13, 920, 236 15, 989, 368 
MSHS te UU OE SO) tr ice Ve Be Ylah O La RANG «Al ora ater Cit Nene ae 1,498, 655, 566 1,500,929, 719 
PRO VERUECDOT TI SPeNG EI) yak yas 6 els ee eae an es an Hy Su ma helt bette $3 36334 $2 .86712 
Average passenger journey (miles) i sg Ae ee ea 107.66 93.87 
Pre V Gnie HEP DASSOnGeTs MIME. hie Vo agua eee onsen eleie Uh dobre Soe arg $0. 03124 $0.03054 
Passeneer-niies per Wie Of TOA sce ee oe ae hr A en, 61,719 61, 842 
} Percent on time arrival principal passenger trains............... 72.9 64.3 
¢ Steam locomotive miles per serviceable day (excluding stored) . 170 200 
Diesel unit miles per serviceable day (excluding stored)......... 485 538 
_ Net Railway Operating Income 
i Grose revenue per Hise Of TOA (hei! ee guise wae dc helen tees $31,017 $31, 923 
Gross railway operating charges per mile of road................ $31, 101 $29, 995 
Dar eres re ioe haga $84 $1,928 


Net railway operating income per mile of road 
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REVENUE TONNAGE BY COMMODITIES 


Year 
1957 
Tons 
Agricultural Products - 
ads bc NAMM ep Phd Asa aa ES NOUR ECE AE Soll a SAD 9,437,049 
CTS IN PLOCUCES Firms Were VA SBin wih ele oer Meee eee & 3,915, 126 
Fruits; ireshvortresh frozen. is .10 27 ses eA hee eee 422,058 
Vegetables ireshwor eTeens Aue once nacre mee glare sien gaa 641,127 
Other agricultural Products: ¢%.5 ssc dave cite ese Belts ces tere ane 1, 266,173 
‘Lotal Avriculéural-Products:: ¢..2 0. 86>. ei ae wt Ake eee 15, 081, 333 
Animals and Animal Products 
MUIVESEOCK Ricki 8 ae hae oie dae Ne ga ore te ees a 330, 848 
Butter cheese and eges els ow eae ec Wile beh eos ee 59,377 
Fresh meats, fish and packing house products (edible).. 328,364 
Other animal products (non-edible).:.0...........20-00- 9,923 
Total Animals and Animal Products..............:. 918, 512 
Mine Products 
O05 8 Pete ti He DOU Alra oer ORO ee iy Nea PRPS ce Lar e VA Rt pU a URC ot 10, 270,018 
COG eee hea a ade hale ae aie yA ehees Gea Ek aia eo ee eae 957, 506 
A goysicavars yon ekeathG hept MAR E AIAN emU Nn icy NGL RAR era Ut Acuity 3,211, 103 
Non-ferrous ores and concentrateS...........ceeeccceees 4,178,869 
Crude PeULOLeUIO ss eh ak es i. eee RIL cae ga Meuse Neel aca 502, 652 
Building sand, gravel and crushed stone............0-. 8,603,665 
Other mine products (non-metallic)...........cc eee e eens 5, 644, 159 
Total Mine Products: «jvc ities Ue Sin ae tiae eletorals 33, 394, 972 
Forest Products 
Logs, posts, poles and piling (excluding cordwood and 
FUEL WOO Gree ate estes g a Mae st dois Stes in to ne ere ee 957,425 
Lumber, timber and plywood. tar oclieiy oe avec ese tee 4,142,645 
Pulp WOGG ie Ores 2) Chine oats Ue ia ee iadten dl ears Wiclens setae Wows 4,962,465 
Other forests products ce GPO te ea 276,080 
otal worest: Products, kh ccwcanes seo aie eee ues 10, 338, 615 
Manufactures and Miscellaneous 
Iron and steel: pig, bloom and ingots............eeceeees 620, 681 
Iron and steel products (manufactured)..........2.e000- 1,948,131 
Non-ferrous metals: matte, pig and ingot..............2. 1,026, 164 
Machinery: boilers and castingS..........scecscecvesces 424, 554 
Gasoline............ Last UL Dae ee SOU Cnt Seamer Sea Ga ee na 2,395, 292 
Ee (OU fi ie eas oe IN eect RAE LN AN Be ni) A Ren a 1,900, 678 
Other petroleum producta et) ae aa ea es) bs ee ok , 789 
CSM ONES POE Wale i ee ce ahs ae ek Ue en Done ee ee 1,388, 847 
Plaster, lime, brick, building stone, tile and non-metallic 
DIDO ee iviieraians whe Re acters RL ERIS San ee AT pete Taiyo Ma 697,615 | 
LUay aval eid he Pay: MOM ONDA aby TORY ASAE Ait) gas, tat teay A eSagR (AD 1,518,178 
Newsprint DAReM. 14 o..4cs ous Pee SE Le ea eta 2,423,945 
Paperboard, pulpboard and wallboard (paper).......... 827, 082 
Paper other than newsprint) oes ee oe oe ees 652,395 
TROVETAMOS Fy Se ee eee ire ada cipher i tate MR UUER Ae Me ig else ie aaa Bri 123 
CANABECOOUB ce AsV oihg Sol ee hae En en reae hee 775, 807 
SUL g Nigra ee TEC IA, AU aap aE RON Be se ala meets Wines @ 234, 218 
Agricultural implements and farm tractors............++: 128,641 
Automobiles, auto trucks and parts..........0020cceeees 2,087, 884 
MOV baleZOrsint ce ok Pied Oe ese Nee na ania ae 973,863 
Miscellaneous carload commodities not specified above.. 6,758,912 
Total Manufactures and Miscellaneous.............. 27,923,799 
All-Jese thancarload treight 2.22. oy aoe gals xt lee wie ove Was 1,223,450 


Grand “Totals te sth ack, cin teas rien gee 88,880,881 99,033,731 10,152,950 


Year 
1956 
Tons 


11,465,038 
3, 789,331 
407,211 
711,765 

1, 280, 088 


17,653, 433 


335,461 

62,972 
334, 997 
225,781 


959, 211 


13,103, 219 
924,753 


8, 220, 573 


38,115,407 


979,099 
5, 066, 036 
5, 282,416 

305, 755 


11, 633,306 


745,231 
1,839, 438 
1, 123,025 

464,491 
2,455, 583 
1,931,991 

824,790 
1,542,790 


971,591 
1,669, 927 
2,470,492 

935, 416 

640, 783 

399, 405 

772,398 

251, 629 

148,345 
2,121,410 

912,412 
7,173,066 


29,394, 213 
1,278,161 


Increase or Decrease 
Percent 


Tons 


2,027, 989 
474, 205 
14,847 
70,638 
13,915 


2,571,900 


4,613 
8,595 
6,633 
25,858 


40,699 


2,833, 201 
32,753 
1,464,721 
76, 166 
178, 375 
2,223,357 
2,576, 414 


4,720, 435 


21,674 
923,391 
819,951 

29,675 


1,294,691 


124,550 
108, 693 
96, 861 
39, 937 
60, 291 
31,313 
55,001 
153,943 


273, 976 
161,749 
46.547 
108, 334 
11,612 
28, 282 
3,409 
17,411 
19,704 
33, 526 
61,451 
414, 154 


1,470,414 


64,711 


17.69 

12.52 
3.65. 
9.93 
1.09 


14.57 


\ ‘, Mita etanee vin 


‘ 
Vs d | 


Leased Rights © Total =~ 


Tat Al Borde: 
ee ah Oe re LS Tod 


St .. 


Fee MBL Te Bd adn 
BPN Br i eho 
Sy 4 1580.4 «98,484 


1,980) 77 94,254? 


u J 


iter 


4% te Raee ee 
WA tha ere se thy 
gt A et 89 aut lah 

t ii 3 
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Mr. Chairman, that ends the report. But there is one comment. I would 
like to make about an item in it. 


The CHAIRMAN: Very well. 
Mr. Gorpon: I would like to say, with your permission, that in respect to 


the supplementary charge of $74 million for steam locomotive depreciation 


which is referred to in paragraph 26 on page 9 of this report, that this account- 
ing entry was made with the approval of our auditors and supported by our 
legal advisers. 

However, following consideration by departmental advisers, the govern- 


“ment, through the Minister of Finance, reached the conclusion that the gov- 


erning statutes do not provide clear authority for the inclusion of this item as 
an expenditure which would enlarge the deficit to be reimbursed to the railway. 
_ Since our books for 1957 were closed before this conclusion was reached, 


_ the necessary adjustment will have to be made in the 1958 accounts. 


- However, we have been able to revise our 1958 capital budget and esti- 
mated income account. This amended budget will be tabled by the Minister of 
Transport in the House of Commons at 2.30 this afternoon. And I understand 
that copies of this amended budget will be provided to the members of this 


committee. 


I suggest, Mr. Chairman, therefore, Pat the committee at this point merely 


take notice of this item so far as the annual report is concerned, and that any 


- further questions if desired may be conveniently dealt with when the committee 


comes to discuss the capital budget proposals and our audiaors’ report to 
parliament. 

The CHAIRMAN: Gentlemen, you have heard the report. ae is rather an 
exhaustive and a very explanatory one. I think it is a splendid report. Are 
there any questions or comments? 

Mr. BrRooMeE: The deficit includes the $74 million depreciation? 

Mr. Gorpon: In this particular report, that is right. We shall have to make 
reversing entries for the reasons I mentioned. We can deal with that in detail 


- when we come to the budget itself. 


Mr. SmitH (Calgary South): Perhaps we might have some questions. I 
wondered how you would like to take them. Would you like them just from 
the report itself? 


The CHAIRMAN: I think it would be more orderly if we proceeded in the 


same order as Mr. Gordon has read his report. 


It was a long report and I thought that we might take part of it as read. 
However, Mr. Gordon has read it carefully, and I think that should expedite 
our general procedure. 

I suggest that we start at the first of the report and then continue from 
paragraph one on page 5. You have all read the report and you have listened 


to it this morning, and. you know wherein you have some comments to make. 


Shall we take the first paragraph on page 5? Are there any questions or com- 
ments on that? 

Mr. F1isHER: I would like to ask a general question first. This has to do with 
the number of changes which have taken place in our government service. Does 
the president expect to be with the railway throughout the next year? 

Mr. Gorpon: What is that again, please? 

Mr. FISHER: Does the president expect to be with the railway throughout 
the next year? 

Mr. Gorpon: If you are speaking to me personally, I have no plans to the 
contrary at the moment. 

Mr. CHEVRIER: Mr. Chairman, in dealing with the first page of the report 
may I ask the president if he can simply give us the reasons for the decrease 
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in freight. Throughout the report it has been shown that the volume of 


freight has decreased. Is this a position that pertains to the whole of North. 


America? . 

Mr. GorDON: Yes, indeed. There is breakdown of the individual traffic 
if you will turn to page 38. There you will see a comparison and breakdown 
on the way it actually took place. This reflects the recession or whatever 
other term we might use to describe what has been taking place in the 
economic activity of the North American continent. 


Both railways, the Canadian Pacific and the Canadian National in their 


earnings will reflect to some degree the economic health of the Country in 
terms of traffic. 


Mr. CHEVRIER: Does it apply to the Canadian Pacific Railway as well? 


Mr. Gorpon: Yes, but I think the impact on the Canadian National is 
heavier. 


Mr. SmiTH (Calgary South): That is a question I wanted to ask. I am 
sure Mr. Gordon has looked through the Canadian Pacific Railway report. I 
wonder if he might give us an indication, without elaborating greatly on all 
the details, on how we find ourselves with the Canadian National Railways 
with a fairly substantial net loss whereas the Canadian Pacific Railways are 
almost in the opposite position to a certain extent showing a net profit. Is 
the answer to this largely that one is almost twice the size of the other? 


Mr. Gorpon: That will always occur in making a comparison between the 
Canadian National and the Canadian Pacific railways, and that is because the 
two organizations are not comparable. You have to make major allowances 
for these differences and also the differences in the type of business. In the 
first place while both the Canadian National and the Canadian Pacific indicate 
in their systems’ annual reports many collateral activities such as hotels, 
express, communications and other allied activities of that character, the 
Canadian National Railway does not have the amount of other income shown 
by the Canadian Pacific Railway and this other income forms a substantial 
proportion of the total income of that company. 


Mr. Crump, in his recent report to his shareholders made this statement: 


—the proportion of total income provided by your railway enter- 
prise dropped from 80 per cent in 1928 to around 60 per cent in 1957. 


So, in that respect it is not a fair railway comparison. It is their other income 
hen assists their earning record. 

In the second place while uniform accounting is required for rate-making 
purposes by the Board of Transport Commissioners, for their own purposes 
both companies make certain reclassifications of thoin accounts. The Canadian 
Pacific Railway uses what is known as the user method of depreciation, 
whereas the Canadian National Railway uses the straight line method of 
depreciation. And whereas the Canadian National Railway reflects the full 
proportion of depreciation on capital assets the Canadian Pacific Railway 
depreciation charges will fluctuate year after year in response to the traffic 
handled. 

There are also other features. There are some items that the Canadian 
Pacific Railway show in their net total that we do not. Knowing that the two 
railways are not in all ways comparable I have tried to make a sensible com- 
parison by extracting from the Canadian Pacific Railway’s results the rail- 
roading segment of their operations. And that is what we try to watch all 
through the piece. 

If you look at what you might call the railroading part of their activity 
and compare that with the railroading part of our activity you will see that 
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we show a higher transportation ratio by about 5 to 7 points, and working 
out it means an additional cost to the Canadian National Railways of about 
$45 million in 1957. 


Putting it more simply, if we had the same transportation ratio as the 


C.P.R. we would have been $45 million better off in 1957. 


There are no definitive reasons that can be allocated to it, it is a plain 


historical fact, growing out of the difference between planned building on 


the one hand amalgamating of existing railroads on the other. Transportation 


expense is the area in which you would be perfectly entitled to question us 
about our operations. We are making encouraging improvements in this 
field and will continue these efforts until we get our transportation costs down 
to the point we wish. 


Our maintenance costs are also higher than the C.P.R. For several years 


now, we have been catching up on deferred maintenance. This deferred 


maintenance was a result of several things—lack of funds during the depres- 


sion period and the inability to get either men or material during the war 


and early post-war years, when heavy traffic was imposing a severe drain 


on the life of our facilities. So, recently we have been doing not only current 


maintenance but catching up on this back-log. 


aL 


I might say there are very many other things that add to the growing 
financial cost of our enterprise. Our cost of borrowed capital is growing 


_ steadily greater because we do not have the advantage of using other income. 


A comparison I have here, as of December 31, shows that equity capital in 
the Canadian National is 58. 4 per cent, whereas in the Canadian Pacific it is 


69.9 per cent. This means that we pay interest charges on an amount of about 


40 per cent of our total capital, whereas the Canadian Pacific only pay on 


30.1 per cent. 


Mr. CHEVRIER:- I wonder if we cannot get back to the original question 


I asked about decrease in volume of traffic and what caused it in Canada? 


:\ 


Mr. Gorpon: Well, Mr. Chevrier, that is asking me what is the cause 


of the recession. 


— 


Mr. CHEVRIER: Well, I did not want the question to be expressed in that 
way. I wanted to put it to you, what are the reasons for the decrease in 


Canada? 


Mr. GorDOoN: There are two major reasons. One is that we have a direct 


reflection of the fact that economic activity has gone into a decline over the 
last year or eighteen months. Railway carloadings are the first indicator to 


reflect fluctuations in economic activity so that railways figures become very 


realistic. That is probably the best business barometer to show whether our 


boom is booming or whether our depression is depressing. That is the most 
sensitive indicator we have. So we have a clear indication that we are in a 


recession. 


The second is that competition is becoming more and more effective. 
Mr. CHEVRIER: With other forms of transportation? 
Mr. Gorpon: It is the loss of high-rated traffic which we formerly 


carried. We are doing our best to stop it. 


Mr. CHEVRIER: What is the immediate outlook for carloadings in the 


immediate future? 


Mr. Gorpon: I have made notes on that in the budget, which I will come 
to a little later and will give you actual figures. I will be glad to move to it now 


: if you wish. I have some figures when I come to my budget later and 
if you will refer to your question then I will be able to give a better answer 
_ to your question. 


le. ee 


- 60680-6 —43 


52 SESSIONAL. COMMITTEE . 


Mr. SMITH (Simcoe North): Is the loss to other means of transportation 
heavier in certain commodities, in certain materials than in others? 


Mr> GORDON: =. Yes,..1f (is. | 

Mr. SmitTH (Simcoe North): For example, local carriage of mails. 

Mr. GORDON: We are most concerned in connection with the competition 
of trucks for high-rated traffic. The trucks are able to choose the more desirable 
and remunerative loads and we are left with the heavy bulk commodities 
which generally are low-rated. 

The other place where we are extremely vulnerable is in our passenger 


traffic. We do not have the efficiency of an airline for long distance traffic 
and our passenger traffic in that respect is declining. 


Mr. SMITH (Simcoe North): I suppose pipe lines offer some competition? 


Mr. Gordon: Yes, although, the pipe line does not take traffic away from 
us in the first instance. vi 


Mr. CHEVRIER: Speaking of competition with other railroads, do you feel 
that the Canadian Pacific Railway, with their stainless steel equipment, are 
a danger to the Canadian National in taking traffic away? 

Mr. GorDON: That is one of those questions for consideration. When we 
looked at the question of spending some $50 million in passenger equipment 
we wanted to spend it on equipment that was as modern as possible and get 
the maximum amount of equipment. That dome car is a stunt car. It is 
not a revenue car in itself, and our traffic people did not think too highly of it. 

Mr. SmitH (Simcoe North): I suppose the formula of competition runs 
along the lines that were formerly profitable to the railways—where there 
_was a heavy volume of passenger traffic you get heavy competition with buses — 

and airlines? : 

Mr. Gorpon: That is true in.part, although it might be that the airlines 
concentrate heavier on long distance traffic while we have some hopes that 
we can develop a better approach to our passenger problem in the form of 
better inter-city travel. That is what we are concentrating on at the moment. 

Mr. BRooME: In regard to Crowsnest Pass rates on lumber shipments 
from the coast to central and eastern markets, these shipments have dropped 
to perhaps half what they were in 1948, for instance. Actually other rates 
have gone up 100 per cent. Are you not finding that with the rate jumps you 
are losing a lot of traffic and that you place the increases against selected 
products and that these products are going to pass over to other forms of 
transportation because you have just about reached the point of all that the 
traffic will bear; I am speaking of the lumber products particularly? 

Mr. Gorpon: That is a question of whether our cost of service has gone 
up relatively to the cost of other competitive services. In many cases there 
has been an increase in the order of 100%, while the traffic offering has 
not increased to the same extent, so that many other commodities will have 
to take the full effect of the authorized increases. If you put the same in- 
crease on all commodities throughout it would stifle the trade. 

I would not agree that that is the general situation. As you know, we apply 
to the Board of Transport Commissioners for a general freight rate increase. 
If that freight rate increase is granted and is not upset by any other governing 
authority then it is a progressive increase, that is to say, it goes in regular 
progression by increases of, we will say for example, 10 per cent. The Board 
can only grant us permission to increase our freight rates. They do not tell 
us how to increase them or where; and it is our job to apply that increase in 
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such a way that we do not lose competitive traffic, and we do not intend to 
put that increase across the Board on all commodities. We look at what the 
competitive situation is. 

The CHAIRMAN: In a particular district? 


Mr. Gorpon: In light of the competitive situation. But getting back to the 
question of lumber I had an idea that there has been a slight increase in 
lumber shipments through the lakehead. 


Mr. BRooME: The only point I want to make is that housing has increased, 
other things have increased and that the coast lumber is reduced on the 
market it normally filled. 

Mr. Gordon: I might comment that other costs in the production of 
lumber might increase and I cannot see that the one factor of transportation 
would be the deciding factor. 

Mr. BRooME: Yes, the price of lumber at the mill has been reduced since 
1948 on the shipments I referred to, according to the brief of the British 
Columbia Lumbermen’s Association. 

Mr. SmiITH (Calgary South): You leave the Crowsnest Pass alone too. 

The CHAIRMAN: Truck and water transportation. 

Mr. CHEVRIER: Mr. Chairman, I would like to ask a question that relates 
to trucking competition. Has the Canadian National Railways been considering 
the purchase of trucking lines across Canada? 


Mr. Gorpon: Now, there is a question which makes me sit back and 


think how much I should say. Let me put it this way, that it is our intention 


that the Canadian National Railways remain competitive in the transportation 
business. Now, what that involves depends on the circumstances of the day. 
We will not hesitate to use any form of transportation media if we consider 
that that particular form is profitable business. The question of the use of 
trucks as a dee arm with the railway industry is a very lively one at the 


moment. 


Mr. Cuevrier: I do not want to embarrass the president, so might I put 
it this way: can you tell us how the piggy-back service is operating between 
Toronto and Montreal? Has the use of this form of competition made it un- 
necessary to give consideration in that area to the purchase of truck lines? 


Mr. Gordon: There are two phases to the piggy-back service. We have, 
as you know, the railway-owned trailer which we send out for pick-up and 
operate ourselves between the two cities. We put that in as our answer to 
the trucking competition in certain areas where there was heavy congestion on 
the highways. 

The second step is that we have now extended this service to trailers of 
“for hire” common carriers in highway service which we carry on cars 
similar to those used for our own piggy-back service. In certain places we 
have trucking services of our own and we may do more, but how far we 
would go has not been discussed and I would not like to prognosticate at this 
moment. But it is a very serious matter in our deliberations. 


Mr. FisHer: How much are you feeling the competition of Smith Trans- 
port recently purchased by the Canadian Pacific? 


Mr. Gorpon: Nothing in particular. The purchase of the Smith Transport 
by the Canadian Pacific Railway may serve sharply as a means to making 
up our minds in our deliberations whether the Canadian National Railways 
should go into that type of business. We are not sitting back. The matter is 
a very live one in our considerations. I do not want to say anything here that 
will confirm or deny that we are in negotiation with any group of trucking 
interests. 
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Mr, FISHER: I just want to ask a general question. In going back over 
the Canadian National Railways record you seem to have had probably two 
hurdles, first of all, the standing debt and the fixed charges which you got 
reduced, I think, in 1952. Then your next hurdle was to get over moderniza- 
tion, including dieselization and we had a certain amount of argument up 
until last year’s report that now we would have something very profitable 
however now we are talking of additional labour costs and material costs 
related to freight rates. I wonder if you would care to make some remark, 
because we thought when you had overcome these two hurdles this enterprise 
would be very profitable for the first time. 


The CHaIRMAN: I think if we could just follow more definitely on the 
paragraph we are following and have the discussion confined there. We are 
going through page 7 under the heading of freight and if we could proceed with 
the freight and passenger and possibly your question with relationship to other 
matters could come in later as we proceed to page 11. I think if you could 
just keep your questions confined to the order we are proceeding in, on freight 
at the moment. We have discussed freight and if you are interested in freight 
issues you can ask questions on them and then go on to passenger. 


Mr. FISHER: I notice in paragraph 1 you say that the year 1957 was 
financially unrewarding. Well, up to 1957 we have discussed some of these 
hurdles that you were getting over until we would finally reach the stage 
where it would be rewarding and I thought we had more or less reached 
that point. 

But then you have brought up another crisis. 


Mr. Gorpon: I would certainly not agree with that. I think I can answer 
it much better when I come to our operating budget forecast. I will have the 
figures then and will be able to give a more comprehensive form of answer. 

Mr. FISHER: Will it be retroactive to that point? Where would you be 
if it had not been for the alteration in fixed charges? 

Mr. GORDON: The capital revision in 1952, relieved the Canadian National 
Railways of the burden of paying interest charges on debts that had been on 
the books of the six bankrupt companies which formed a heavy load. By this 
revision we were relieved of about $25 million in annual interest charges. , 

“Mr. SmitH (Calgary South): The question of profitable operation will 
come later? 


The CHAIRMAN: Yes. ee 


Mr. PASCOE: In regard to freight and truck competition will the forecast 
of a greater shipment of grain this year have an impact? 


Mr. GoRDON: Well, if we get the shipments, of course, the total will © 


increase. At the moment the prospects look definitely good. 


The CHAIRMAN: Are there any further questions about freight? So we 
can work it as practically as we can for all interests, will you ask questions 
on freight just so we will be on top of our procedure, and I think we can 
expedite matters in that way? If there are no further questions at this point— 


Mr. ROBICHAUD: Mr. Chairman, I might ask if there is any consideration 
for a revision of freight rates for the transportation of green lumber to be 
processed? We have this shipment in the maritime where green lumber is 
being transported, say, from Nova Scotia to certain mills in New Brunswick 
and the rates on this green lumber are excessive. 


Mr. GorRDON: In the opinion of the shipper? 


Mr. ROBICHAUD: In general opinion because there was a big market in 
the maritimes and it has practically disappeared. ) 
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Mr. GORDON: It was discussed several years ago. Of course this would be 
a specific matter in regard to a specific commodity which would not appear in 
the form of a general freight rate increase before the Board of Transport 
Commissioners. In this particular case this is a specific commodity as I say 
in a specific area, and these, I might say, are under close examination with 
us all the time. We weigh the ability of the product to reach its market. As I 
remember it, this had to do with a processing charge. It was carried at one 
charge as green lumber and then at a different rate after it was kiln dried, 
and I know we had discussions on that time and again. 

Mr. CHEVRIER: May I ask a question of the minister on freight rates. 
There is a reference in paragraph 10 dealing with the Maritime Freight Rates 
Act saying that there has been an increase from 20 per cent to 30 per cent. 
I would like to ask the minister is there not further consideration being given 
by the government to a further increase in the maritime freight rates subsidy? 

Mr. HEES: This matter is always being considered but there is no imminent 
action planned. 

Mr. CARTER: Might I ask the president if the freight rates between points 
on the Newfoundland railway are the same as on the mainland, the same 
based on miles or whatever it is? Will you tell me if you have the same 
freight rates for the Newfoundland railway as you have for the rest of Canada. 

Mr. GorpDon: Yes, the same freight rates are applicable across Canada. 

_ The CHAIRMAN: If there are no further questions at this time on freight, 
shall we pass on? 

Mr. FISHER: You had some plans to give better service with a special pulp- 
wood car. Have you gone ahead with that? 

Mr. GORDON: We have designed a car and we have set it up with a couple 
of companies and it is at the moment under test. We are trying to work out 
a procedure which will encourage us to build a supply of cars. We have 
approached several pulpwood companies and have offered them a rate in return 
for their utilization of that car for their particular product. 

Unless we can keep such a car operating at maximum utilization with 
these companies, it would be a losing proposition for us. We are trying to 
work out an agreement with several companies and, at the moment, we believe 

that we will be successful. 

Mr. FISHER: We have had one American company fall down at the lake- 
head—Hammermill—and one of their reasons was that the transportation by 
rail—and they are on the north line of the Canadian National Railways—was 
just too high. I was wondering if you have studied any way of decreasing 
those_charges or if you have any way of using those cars in this area to get 
some of this pulpwood business? 

Mr. Gorpon: Isn’t that in the same are in which Abitibi operates? 

Mr. FISHER: Yes. . 

Mr. Gorpon: We just made an agreement with Abitibi—on newsprint, 
I think. 

Mr. FISHER: Has that been approved by the Board of Transport Commis- 
sioners? 

Mr. Gorpon: It does not need approval. We file it with the board but 
under the law now, we can make an agreed charge, file the charge and unless 
it is challenged it goes into effect almost immediately. It has not been chal- 

_ lenged and I do not see why it would be as the price is quite reasonable. 

Mr. FISHER: There was an operation up at Kowkash on the north line of 
the Canadian National Railways shipping pulp to the Americans and I inquired 
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and got the answer that they could not get a decrease in charges sufficient to 
enable them to remain in business. That is why I am suggesting to you that 
a study should be made in this area. 


Mr. Gorpdon: Well, first of all, in any of these particular cases we have 
to proceed very carefully. That is one of the handicaps under which we are 
working in the railway business but one of the things which I feel is a good 
thing. That is, when a rate is put in it must be non-discriminatory. 

The second thing is we must look at our own costs. Now, if we cannot 
supply a service at a freight rate that will yield us some profit or perhaps 
break even, then we do not put that rate in. I do not know the particular case 
you have in mind, but some of those elements I am sure must be in it. There 
is also the fact, of course, that the pulpwood business itself may be suffering © 
under an uneconomic geographical location. , | 


Mr. FISHER: That is one of the general complaints all along, as you go 
from Sioux Lookout to Nakina that you cannot get the pulpwood out. 


Mr. GorDON: But remember that transportation charges are based on costs 
and we have no magic formula that will enable us to supply a service on any 
basis othen than what our costs are to carry it. 

We have train costs, servicing costs, overhaul costs, and many others and 
in figuring any freight rates we have to apply those costs. 


Mr. FisHER: Have there been any indications of establishing an agreed 
charge with the pulpwood mill at Kenora for the haul that comes down to the 
Red Lake road? 


Mr. Gorpon: I will be glad to look that up. Where is the location? 
Mr. FisHer: At Kenora. It would be from Quibell. 
Mr. Gorpon: You are on the wrong railway at the moment. 


Mr. FISHER: There was a question of both the Canadian National and 
Canadian Pacific getting there and putting in a truck from Winnipeg to service 
the mill at Kenora. 


Mr. Gorpon: This sounds to be like a company at Kenora, the M. and O. 


Mr. F1isHeR: It is at Kenora where they operate up the Red lake road 
which cuts north from Quibell which is near Sioux Lookout. 


The CHAIRMAN: As the president has mentioned that would have to be 
in relation to the competition and also a general rate that is applied to all 
companies and that would include M. and O. and the Abitibi and the K.V.P. 
and a lot of others. 


Mr. FISHER: They say the railways are too insensitive to their demands. 


Mr. Gorpon: It is hard to think of the railways as being too insensitive 
to their demands. It is very noticeable in Northern Ontario that we have a 
great many of our low rates and agreed charges in effect where the hauls are 
long and the remuneration is negligible. No one is more sensitive to the needs of 
the consumer than the railway business but it is futile for us to try and reach 
the consumers of basic products on the subject or railway economics. 

I do my best to try to get costs down. I am being frustrated in every direc- 
tion, in every endeavour to get them down for various reasons. But speaking 
as businessman to businessman, having arrived at a figure, I say those are my 
costs and we are willing to discuss a freight rate based on them at any time. 


The CHAIRMAN: I have had some experience in shipping pulpwood. As you 
get back in the English river area behind Kenora, in the area that the Abitibi 
and other companies are operating, the costs of wood are getting higher all the 
time and the railroads are losing traffic due to the trucking; they have these 
large trucks now. In most cases they have to pick up the wood and truck it 
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sometimes 20 or 25 miles and sometimes put it into water and drive it. Handling 
it each time adds to the cost of the pulpwood greatly, and so a great many 
- companies—International in Quebec and others—are figuring that where you 
have to come out of the bush into water and out of the water on to a railroad 
siding again this adds terrifically to the cost. What a lot of them are doing is to 
build throughways where they can truck it right through. 

I think that the International Paper Company is trucking 25 or 30 miles; 
and Bathurst is doing the same. I do not think that Abitibi are doing it because 
they have to spend more money on the development of roads in the English 
lakes area. It is a question of whether or not it would be better to build roads 
or have it hauled to the water, out of the water and on to the railroad. So 
the railroads are finding in that respect tougher competition year by year as 
the forest is moving back and you have to go further for wood. 

I think you can say that in future the competition will be still tougher 
all the time year by year because of that. Previously when it could be just 
loaded right on a siding from the bush then there was not competition by the 
trucks; but where you have to load off trucks and into water, and out of the 
water into a railway car or an elevator, then they give consideration to the 
building of roads right through. 

Mr. GorDon: I would like to say, Mr. Fisher, that if you have some specific 
case in which you are interested I would be very happy to hear from you 
and we will give you the details. 

Mr. FISHER: I would like you to check on that Kowkash section. 

Mr. CARTER: Do the freight rates for the railroad in Newfoundland apply 
to freight by water? 

Mr. Gorpon: Yes. The general understanding is that the sea transportation 
is part of the rail line. That was part of the confederation agreement. The 
link between Sydney and Port aux Basques is regarded as a rail link; in other 
words a rail “bridge’”’. 

Mr. CARTER: It is all carried at the same rate. 

Mr. GorDOoN: You are speaking about coastal carryings? 

Mr. CarTER: Yes; from Port aux Basques to points along the coast. 

Mr. Gorpon: If you are speaking about a shipment from the mainland 
delivered to an out-port— © 

Mr. CARTER: Yes? 

Mr. Gorpon: —then that is a rail rate. What I cannot answer specifically 
is if the traffic was put on board at a port for delivery to another coastal port; 
I am not sure about that. I think it is a rail rate, but I would have to check it. 
I want to be sure when I answer your questions because I know you will come 
back and check on me. 

Mr. Carter: In Newfoundland we have some industries which are finding 
transportation costs one of the handicaps. We have, for instance, at Corner 
Brook, a cement industry and we are told that the freight charges from Corner 
Brook to St. John’s in respect of hauling cement are higher than they are in 
bringing cement from Europe by water. Do you take that competition into 
consideration when you fix your rates, or if you adjusted the rates between 
St. John’s and Corner Brook to meet that competition, would you have to apply 
that all over the system? 

Mr. Gorpon: No. We are permitted to quote a competitive rate in the 
light of specific competitive conditions. I would say, as a general statement, if 
there is competition in respect of cement being delivered to St. John’s out of 
European ports as against cement from Corner Brook then we would meet that 
rate. 
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Mr. CHEVRIER: May I ask a question in reference to paragraph 9 and the 
increase of 3.6 per cent. Could the president tell us what that increase meant 
in the way of revenue to the Canadian National Railway? 

Mr. Gorpon: About $84 million annually. 

Mr. CHEVRIER: Can you tell us what it meant to the other railway? 


Mr. Gordon: I would say roughly 60 per cent of that figure. It usually 
runs about 60 per cent of our figure. That is a broad figure. | 

Mr. CHEVRIER: Approximately $13 or $14 million in all? 

Mr. GORDON: Yes. 

Mr. SmitH (Calgary South): In respect of passenger service, do you 
intend to improve your facilities in rolling stock for passenger service this 
coming year? 

Mr., GorDoN: Just in respect of replacements. 

Mr. SmitTH (Calgary South): You are not going into a stainless steel train? 

Mr. Gorpon: No. At the moment our passenger service is one of our biggest 
worries. It is our biggest losing service in the whole railway and we will have 
to take some measures to deal with that situation, so as I see it now the whole 
trend will be against further capital expenditures rather than the reverse. 

Mr. SmitH (Calgary South): I am speaking without knowledge of all the 
facts, but do you not think that one of the advantages and experiences which 
the C.P.R. has had is in the speeding up of its services across Canada in 
addition to providing very excellent facilities and that that has taken some 
of the business away from you and made it more competitive? Have the 
additional expenditures not proven beneficial to the C.P.R.? 

Mr. GORDON: We have done that. We have spent very large amounts 
and more, relatively, than the C.P.R. The only point which has caught the 
public’s imagination and the only place where we have not been competitive, 
in respect of what you have been suggesting, is in the dome cars. Being 
competitive does not require that you do exactly as your competitor is doing. 
We are not satisfied that a considerable expenditure in respect of the dome 
car would pay off for the C.N.R. 


Mr. BRooME: As a comparison between the C.P.R. and the C.N.R. in respect 
of passenger revenue have you made an analysis of the passenger operations - 
in the C.P.R. as against yours? ; 


Mr. Gordon: As best we can. We do not have access to their books, but 
from the standpoint of operation we make certain analyses. 


Mr. BRooME: Do you think they are in the same position you are? 
Mr. Gorpon: Relatively I would think they must be. 


Mr. Broome: I have travelled on both lines and, frankly, I like atentihe 
on the C.P.R. because I like their train, the Canadian, better. 


Mr. GORDON: From the standpoint of equipment, or what? 
Mr. BROOME: Equipment. 

Mr. Gorpon: I am surprised to hear that. 

Mr. BroomMeE: I am, of course, a non-revenue passenger. 


Mr. GorDON: Apart from the scenic value I would certainly be prepared 
to argue that the equipment on the C.N.R. is just as good as on the C.P.R. from 
the standpoint of travelling comfort. 


Mr. Carter: I have a question in reference to paragraph 12, Is a carload 
rate in Newfoundland the same as a carload rate on the mainland? 
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Mr. GorDON: These are our special rates between particular points 
referring to different types of commodities. That would be applicable to 
Newfoundland. 

Mr. CARTER: You do have carload rates for Newfoundland? 

Mr. GORDON: Yes. 

Mr. CartTER: Would you have a carload rate for cement? 

Mr. Gorpon: I do not know whether we have. I do not think we have. I 
would have to look up the particular tariff. However, if there is a carload 
rate for cement, it would apply to Newfoundland. I take it that your point is 
you want to be sure that there is no discrimination in respect of Newfoundland 
with regard to any of these incentive types of rates. 

Mr. Carter: I am interested in the general carload rates for shipments 
under the incentive rates. 

Mr. Gorpon: The incentive rates about which we are speaking are com- 
petitive rates in which we offer an incentive to shippers to load the cars to 
the maximum allowable carload weights. If they will do that then we give them 
a better rate for utilizing the car to the best possible advantage. 

- Mr. Carter: If the cement plant at Corner Brook said we have a carload 
of cement and you place a car at their disposal and they fill it up, would they 
pay the same rate on that carload as would be paid on the mainland? 


Mr. GorpDon: Yes; and if there is an incentive rate given then they would 
get that rate the same as anybody else. 


Mr. CarTER: Is there a very big discrepancy between the carload rates and 
the regular rates? | 


Mr. Gorpon: The carload incentive rates which I have mentioned here 
are included in special tariffs. It only applies to particular commodities which 
we have selected. 


Mr. CaArtTER: The incentive rates? 


Mr. Gorpon: Yes. At the moment I do not recollect that we have a carload 
incentive rate for cement. Cement is a bulk commodity, you see, and I do not 
think it is included? 


Mr. CaArTER: If a shipper in Newfoundland has to pay the same rate on a 
carload in Newfoundland as his counterpart would pay on the mainland, then 
the Newfoundland shipper is at a disadvantage because his carload is much 
smaller. 


Mr. Gorpon: That would be taken into account. Your cement is a bad 
example. That is what is confusing me. Cement is a heavy bulk commodity 
and is not a commodity that would travel to a great extent in trucks. It is 
only used when we are able to demonstrate to ourselves that by offering 
incentive rates for loading a carload that we can do it for the same rate as 
a trucker. 


Mr. Carter: I will switch to plywood. 


Mr. Gorpon: I can certainly say if there is any incentive rate which is 
made applicable to the filling of a car, the difference in the bulk capacity in 
a Newfoundland car versus a mainland car would be taken into account. 


Mr. FISHER: At a previous meeting you expressed a certain concern about 
the fact that more and more automobiles, because of some decision in respect 
of rates, were being shipped by boat via the lakehead. What has been the 
effect of the new cars which you introduced to recapture that business? 


Mr. Gorpon: That has satisfactorily dealt with that situation. The situation 
with which I was dealing was a practice which had sprung up of certain firms 
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using university students to drive the car all the way to western Canada and 
deliver it at the point of delivery as a new car. We put in rates to meet that — 
type of competition and it has effectively cut that down. 


Mr. FISHER: What about competition by boat from the lakehead? 


Mr. Gorpon: Our rates have met that also. The steamship rate was under 
discussion at that time. There was a lot of discussion about special ships being 
built for the purpose of handling these cars. That never went through. Our 
rates, probably were a factor in discouraging the development of that type 
of competition. We have done another thing. We have developed, in the C.N.R., 
a new type of car called an auto-transporter, which is designed especially 
for handling automobiles and will carry eight cars as against three or four in 
the ordinary box car. We have just got those into service comparatively recently. 
It is a success. They are in great demand. 

Mr. FIsHER: In relation to Duluth and the lakehead there has been a great 
deal of concern about our facilities there. There is a railway there, I think it 
is the Duluth, Winnipeg and Pacific Railway Company. Is that a line of a 
standard to compete with your rail line from the lakehead? 

Mr. Gorpon: In what way? Do you mean operating standard? 

I would ask Mr. Dingle to answer the question. 

Mr. DINGLE: I would say, yes. 

Mr. Gorpon: It is not one of our top standard lines. 

Mr. DINGLE: No. It is a secondary main line. 

Mr. GorDON: Quite adequate for the purpose it is operated. 

Mr. FISHER: The decision to go ahead with the lakehead terminal was not 
one, I gather, which found favour with the Canadian National and the Canadian 
Pacific Railways. This was a decision which the government made following » 
pressure from western Canada. What was the assessment of the situation at 
the lakehead 

Mr. Gorpon: Are you speaking about the joint terminal kta a 

Mr. DINGLE: For the seaway. 

Mr. FISHER: Yes. : 

Mr. Gorpon: When the discussion arose, in the first stages the railways 
made it clear that they did not think it was their business to take responsibility 
for providing the capital expense for that sort of facility. We never at any 
time suggested to the government we would not go along with the joint 
facility and we agreed to join with it at once. 

Mr. FISHER: The decision to go ahead was greeted by the trucking asso- 
ciations as a victory in a sense. What plans have you to meet the competition 
which will develop out of that terminal? 

Mr. Gorpon: I do not know whether or not I can answer éhat. The only 
answer is that our plan is to provide the best service we can from a 
competitive point of view. 

Mr. CHEVRIER: Is there going to be any reduction in ‘the Canadian National 
Railways’ business because of this terminal being set up? 

Mr. Gorpon: That is what I am wondering about. I do not think so. “The 
terminal facility is being set up there for convenience in respect of moving 
traffic on a trans-shipment basis. I do not see why we would not be able to 
maintain our position as in the past. I do not agree with the statement that 
the truckers had a victory, because as far as I know there has never been 
a fight. 

Mr. HarpieE: May I ask a question, the answer to which may be given 
- at some other time. I wonder if the company could give me a comparison of 
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the freight rates between Senneterre, Quebec, and Chibougamau as compared 
to freight from Edmonton to Waterways on the Northern Alberta Railways. 

Mr. Gorpon: Freight rates on what? 

Mr. HARDIE: On, say, ore. 

Mr. Gorpon: Senneterre to Chibougamau as compared to what? 

Mr. HARDIE: Edmonton to Waterways. 

The CHAIRMAN: The president might have that answer provided later. 

Mr. Gorpon: I can answer it now. We do not move any ore from Edmonton 
to Waterways. 

Mr. HARDIE: You move ore from the Eldorado mine at Fort Radium: You 
move it from Waterways to Edmonton. It is stockpiled all winter. 

Mr. Gorpon: What kind of ore? 

Mr. Harpre: Uranium. 

Mr. Gorpon: There is not any moved out of Senneterre or Chibougamau. 

Mr. Harpie: No; but you are moving ore. 

Mr. Gorpon: Not competitive ore. The rate on uranium would have no 
significance as between Senneterre and Chibougamau. I am afraid I cannot 
answer your question purely on the basis of a hypothetical question as to 
whether we are charging more or less. If you will tell me what kind of 
shipments you are interested in, then I will be glad to give you any com- 
parison you want. 

Mr. HarpigE: It will give you a list of the shipments later. 

Mr. Gorpon: I will be glad to look at them. 

Mr. CHEVRIER: You are saying you must compare like with like when 
you are moving a commodity over a certain distance. 

Mr. GORDON: Quite so. 

Mr. FISHER: What are your relations wath Canada Steamship Lines? 

Mr. GorDON: On a basis of interchange only. We have a close working 
‘arrangement with Canada Steamship Lines. We have facilities for them, 
particularly at the lakehead, at Port Arthur, where we have a big shed; but 
it is on a basis of interchange only. 

Mr. FISHER: Has there been any discussion in the past year as to the rates 
charged at the lakehead for iron ore? 

Mr. GORDON: Yes. 

Mr. FISHER: Have those rates been raised in the past year. 

Mr. Gorpon: I do not think so. However, they have been raised over a 
' period of some years and the agreement which we have reached with the 
Steep Rock people in respect of both the companies operating there is that 
our rate will fluctuate more or less in harmony with the rate with which they 
are in competition. 

Mr. FISHER: There have been some rumours to the effect that there may 
be an extra ore dock built at the lakehead. Will that affect your planning 
at all? 

Mr. Gorpon: That is our planning. We have already extended the ore 
docks and finished them last year. We will replace the wooden trestle and we 
. have plans to keep ourselves abreast of the production of ore in the area so 
that we can handle it at the ore dock. 

Mr. Rogsinson: I think that you said that the matter of cement trucking 
did not provide much competition. Do you not say that the larger haulage of 
cement and flour in these bulk haulage trucks is taking some business? 
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Mr. GorDON: It is increasing. I had particular reference to Newfoundland. 


Mr. Ropinson: In Ontario we see a lot of cement being delivered by 
bulk haulage trucks. 


Mr. GorDon: Yes. It is increasing. I cannot resist the comment that it is — 
raising hell with the highways. 


The CHAIRMAN: Shall we proceed to the heading bpgecataarh 


Mr. ROBINSON: Under this heading, could the president tell us if there is 
any movement towards more railiners and Budd cars? 


Mr. Gorpon: Yes. We have increased our service in that respect and have 
a number of plans and items in our budget for it. My statement shows 27 


units in service. We also have studies in hand which we feel certain will — 


require about 15 additional units in 1958.We have provided in our budget for 
the purchase of these additional units. We are continuing our studies of areas 
where we think these units would be advantageous in respect of service and © 
reduction of cost. 


Mr. Roprnson: Is there in some countries, probably not in Canada, a 
system in vogue where they use an automobile bus on the rail? 


Mr. Gordon: I do not know of any successful effort in that direction. 
It was one of my pet hobbies when I came into the railway, but it was shown 
to me that it was completely impracticable. We have cars of that type which 
we use for maintenance purposes, but from a standpoint of passenger opera- 
tion it was revealed that it would not be practicable. . 


Mr. ROBINSON: In paragraph 15, I notice that commuters represented 
37.4 per cent of all passengers carried and contributed 3 per cent of passenger 
revenues. Just offhand, that would strike me as being subsidized a bit. © 


Mr. Gorpon: There is no doubt about it. Our commuter services are all 
unprofitable and will continue to be so if not more so. Our passenger service 
as a whole is unprofitable and will continue to be so. It is the big headache in 
the railway business. Commuter traffic is a special degree of headache. \ 


Mr. RoBINSON: I take it that commuter traffic is around the larger cities? 


Mr. Gorpon: Yes. It is only at a place where there is heavy traffic density 
that we are involved with commuter service. We have been getting out of it 
wherever we can. We abandoned the Montreal-Southern Counties service over 
the last few years. 

Mr. ROBINSON: Would you say that the commuter traffic is mostly for 
labour? 

Mr. Gorpon: No. If you look at the commuter train coming into Toronto 
in the morning you will find that there is a pretty general cross-section of 
types—clerks, businessmen and so on. I would not say that it is esheets for 
labour. It is a general cross-section of the community. 

Mr. RoBInson: Would you say that commuter service is catering to central- 
ization in the cities, and if it was not there do you suppose there would be 
little encouragement for decentralization? 

Mr. Gorpon: There is an element in it. Certainly if the rapid transport 
service were not provided it would be less attractive to live in these areas. I 
do not think the abandonment of rail service would be the answer. Buses 
would come into play and also private cars and more subways would be 
asked for. 

Mr. RoBIcHAUD: In paragraph 16 it shows that the Canadian National car- 
ried a total of 95,500 immigrant passengers from eastern Canadian ports. Are 
these transported at a special rate or at the regular rate? 
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Mr. GorDON: They have a special rate, as I recollect it. This is another 
of these complicated things. I think I can answer the question generally by 
saying that in collaboration with the steamship companies we transport immi- 
grants from the seaboard to all parts of Canada. 

Mr. CHEVRIER: Does the government pay any portion of that? 

Mr. Gorpon: No. In the main immigrants are carried on special trains and 
in this way we can handle them more expeditiously than we can on a regular 
scheduled train. 

Mr. CARTER: Would you attribute the decline in commuter service to the 
raising of the commuter fares? ; 

Mr. Gorpdon: No. In part, perhaps; I will not say no. But we have aban- 
-doned some commuter service. The one I have in mind is the Montreal-Southern 
- Counties line. 

Mr. CARTER: Have you discontinued the night train on Sunday between 
Toronto and Ottawa, or Toronto and Montreal; have you reduced the service 
between Toronto and Ottawa? 

Mr. Rospinson: I would not be here this morning if they had. 

Mr. CARTER: I arrived in Toronto by air and was grounded there and called 
up on Sunday night for a train and I was told that there was no train. 

Mr. Gorpon: I do not have the Toronto-Ottawa schedule here. 

_ Mr. Ropinson: I think Mr. Carter is referring to the fact that on Sundays 
in the summer the second section does not run on certain nights. 

Mr. Gorpon: Yes. On Saturdays and Sundays from June 7 until September 

7, inclusive. 

_ Mr. FisHer: I would like to ask Mr. Gordon a question. Last year in 
answer to a question from Mr. Hamilton of York West you said the reason that 
you switched from steam right over to buses from Fort William to Longlac was, 
“We have made an analysis which shows we could do it cheaper with buses 
than with a railiner.” Then later you said, “It is reducing our losses. Again 
I have not analyzed it and I do not know whether it has an over-all profit.” 

Could you give me any analysis of that particular service? The two union 
locals asked me to check to see if there could be a railiner put on there. I 
received a very perfunctory answer from your office. I would like to have a 
bit more information. I know it is a ‘point which will be brought up again 
when I go back. 

Mr. Gorpon: I have not got it specifically before me, but I will look into it. 
I am sorry to hear you would ever get a perfunctory answer from the Canadian 
National Railways. 

Mr. FISHER: This was a perfunctory answer and it was after a considerable 
interval of time. 

Mr. Gorpon: It should not have been. 

Mr. FisHer: I would like the information. 

Mr. Gorpon: On the railiner versus the use of the Bus. 

Mr. FISHER: Yes. 

- Mr. Gorpon: It has not been before me. I will have to get the information 
for you. _: 
The CHAIRMAN: Are there any other questions on passenger? 

Mr. Rosinson: In 17—would mee be a breakdown available of the dining 
car services? 

-Mr. Gorpdon: What kind of information? 

Mr. ROBINSON: On dining car service. Have you separated that out? 
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Mr. GORDON: “Well, I hardly know sie an to start. You are thinking of 
dining car service itself? 

Mr. ROBINSON: Yes. 

Mr. GorDON: Some of these figures may be of some interest to you. We 
served in the year 1957 342,429 meals at an average revenue of 99 cents per 
meal and that would have resulted in a loss. I do not see it here. I am only 
giving you dinette figures. The number of meals served all told over the whole 
system was 2,530,093, and the average revenue was $1.48. Our average cost was 
$2.21, so we lost about 73 cents a meal. 

Mr. Ropinson: That would amount to quite a figure to subsidize the 
dining cars? . 

Mr. GorDoN: Yes, the total loss on all our service of meals covering all 
types of diners, dinette cars, cafe, buffet cars, and so on, is estimated at 
practically $14 million, that is, after out-of-pocket expenses only. It does not 
include transportation expenses for hauling the cars and that sort of thing. 

Mr. ROBINSON: That would make it much more? 

Mr. Gorpon: Yes, if you added them together. 

Mr. CARTER: Is your buffet car becoming any more popular? 

Mr. Gorpon: The buffet car has been well accepted. The result for buffet 
cars shows the number of meals served as amounting to 1,686,272 against 
1,618,985 in the previous year and our loss has declined somewhat. We had 
$1,580,000 against $1,663,000. 

Mr. CartTeR: When you say the-buffet car, is that the cafeteria car? 

Mr. DINGLE: The buffet has a combination lounge and dining section. The 
other car you are thinking of is the cafeteria car. We are experimenting with it. 

Mr. GoRDON: We have only started on the cafeteria car. We only started 
with this service last year on an experimental basis so the results are not 
complete, but they have shown some gain. We have only had a total of about 
$59,000 revenue at the moment, and we have lost about $19,000 in the process, 
but it is a popular car and the ratio of loss is less than in the other cars. 

Mr. CHEVRIER: I wonder if I can bring a small matter to your attention. 
I have a note here, not from one of my constituents, but which was brought 
to my attention and it is a short letter which I would like to read to you on 
this subject: 

Sir,— 

I am taking the liberty of forwarding to you under separate cover, 
a little plastic package of breakfast marmalade for which I paid twenty- 
five cents in the club car of the Canadian National’s remarkable train 
from Chicoutimi to Montreal. Please do not offer it to any hungry member 
of the house. I would rather solicit your good offices in having it 
returned to the appropriate department as it would appear that the C.N.R. 
needs the money more than I do. 


I pass it over to you, not in criticism, but I think perhaps it should be 
brought to your attention for what it is worth, and I am sure you will not 
use the letter to which it is attached. : 

Mr. Gorpon: I am interested to have this because my first reaction is that 
I think it is a sample provided by the Kraft people, so I do not see anything 
wrong with that. It looks clean to me. I have not tasted it yet but if the person 
in question wants more marmalade he can get it by paying for it. 

Mr. CHEVRIER: It seems rather expensive. 

Mr. Gorpon: It is a free country, he does not have to buy it. 
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Mr. CHEvRIER: If you are interested I will let you have this letter for what 
it is worth. 

Mr. Gorpon: Shall I keep this? 

Mr. CHEVRIER: Yes, but bring the letter back. 

Mr. RopicHAuD: Mr. Gordon, would you tell us what is the main objection 
for members of parliament not being able to use passes on the Super-Con- 
tinental unless they have special permission and the special permission is 
difficult to get at the last moment. I am talking of transportation to the 

eastern provinces where we have to make connections in Montreal. I can give 
one instance where my own wife missed her connection in Montreal. Has the 
traffic been heavy? 

Mr. GorDON: Well, the difficulty with the Super-Continental is that it is 
an absolutely specialized train that is geared to make as fast time as it possibly 
can. In order to do that we have to keep the equipment on as limited a basis 
as possible, so we felt in regard to a specialized train that we were justified 
in ruling against all pass travellers. We do not allow any use of passes at all 

on that train except with special permission. It is certainly my understanding 
that we have always given those permits to members’ wives when asked for, 
but we cannot make it a general rule for pass-holders. Of course there are 
no restrictions on members themselves. 
: Mr. SmitH (Simcoe North): Has travel on the Super-Continental generally 
been on a reservation basis? 
Bs Mr. Gorpon: I do not think we ever put a reservation system on coaches, 
no. I remember discussing it but I do not think it was ever implemented. 
It was discussed. We found it was impractical to reserve coach seats. We 
would have had to charge 75 cents or something like that. 

The CHAIRMAN: Does that answer your question, Mr. Robichaud? 


Mr. RoBICHAUD: Yes. 

Mr. FISHER: The Ontario Northland Railway has recently reduced the prices 
of meals on their dinettes, which I think was through a change of model. Do 
you know if they are losing money? 

Mr. Gorpon: I cannot speak for them, but I should expect they would, 
knowing of the fact that we lose money on meals. Of course, do not take 

me as answering these questions in a critical sense. We quite recognize if we 
-are going to attract passengers, meal service is part of our loss leader. What 
we are attempting to do is keep our losses as moderate as possible. We have 
tried quite a number of experiments over the years to reduce costs, but the 
Canadian public has been pretty well educated to a standard of luxury. These 
loss leaders are governed by the necessity of meeting competition. 

| Mr. GRILLS: We own the Canadian National and you would think it would 
be to all their individual advantages as well as for Canada as a whole for people 
to use the Canadian National. Do you ever use that in your advertising? 

Mr. Gorpon: No, we never have. I think the Canadian people are very 
conscious of the fact that they own the Canadian National. If they have a 

complaint to make they look upon it as one of their own services and certainly 
complain. I would question very much if there is much in the way of deliberate 
decisions in respect of preference or otherwise because it is a state-owned rail- 
way. Ido not think that is an active factor. 

Mr. Carter: Do you have any comparative costs of meal services on the 
Newfoundland trains as compared with the rest of the country? 

Mr. Gorpon: I do not know if I have that particular information. We 
should not do this. It does not serve any good purpose. 
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Mr. Carter: The point I was coming to is there is quite a discrepancy in 
the service and meals on the Newfoundland trains, not that the service is not 
good, but the meals are not the same as you get on the main line. You cannot 
obtain the same menu on the Newfoundland train as you can on the main line. 

Mr. Gorpon: Of course, part of our reason could be that we try as much as 
possible to use Newfoundland products. 


Mr. Carter: I think if you concentrate on Newfoundland products you will 
vary the fish menu? It has not changed since confederation. 

Mr. Gorpon: Surely the fish itself has varied since then. 

Mr. Carter: I do not know, I have been worrying about it. You can get » 
fresh fish out of Port aux Basques every day of the year and we do not get it. 
In the buffets leaving Port aux Basques they use cold storage fish which they 
have obtained at St. John’s and what is the point in having cold storage fish 
at all? . 

_ Mr. Gorpon: I will look into this particular question because fish is a hobby 
of mine. I think fish could be cooked and prepared in a much better way than 
it is done in most restaurants and I will be glad to communicate in personal 
correspondence with you about Newfoundland fish. I will tell you how we get 
it, who we get it from and you can see what the problems may be. You must 
remember that to keep fish in condition requires equipment. 

Mr. CARTER: But you have your own “Canex’’ equipment. 

Mr. Gorpon: I do not know if the ‘““Canex” equipment would be appropriate 
in a‘dining. car, 

The CHAIRMAN: Are there any further questions on passenger here? 

Mr. FISHER: You have slowed your eastbound time on the Supercontinental 
and I understand one of the reasons it was slower than the westbound was to 
make the Supercontinental running from Ottawa to Montreal compete with 
the airlines. What led to your decision to lower the elapsed time? 

Mr. Gordon: Well, I know it was due to the fact that we have been en- 
gaged in the past few years in improving our roadbed in Western Canada. 
We are now able to run our trains a little faster as the result of that expen- 
diture in the western region. In the western region the rails generally were not 
of the standard over which we felt we could run our fast trains and there has 
been that apparent improvement in the operating section in the western region. 

Mr. DINGLE: Yes, we are now making the same time east and west—70_ 
hours and 50 minutes. 

Mr. FIsHER: Have you lowered the percentage of lost time this year? I 
understand one train in three lost time. 


Mr. DINGLE: We have increased our efficiency, yes, ne our operations are 
much improved this year over last. 


Mr. FISHER: Fewer lost time trains? 
Mr. DINGLE: Yes, sir. 


The CHAIRMAN: Any other questions? If not, what are your observations 
with regard to express? 

Mr. Taytor: I would like to ask if Mr. Gordon can tell us what progress 
is being made to establish these semi-express offices at coastal ports. 

Mr. Gorpon: Well, that raises the general question of our Newfoundland 
division. I would have to refresh my mind on that. I was assuming that some- 
where along the line when we got into operating budget you would have a lot 
of questions on Newfoundland and I think you will find it in that. 

Mr. FISHER: Does that include the activities of this Newfoundland railway 
benevolent association? 
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Mr. Gorpon: Yes, we will be able to tell you about that. Your interests 
range wide, Mr. Fisher. : 

- — Mr. FisHer: It is just ranging pretty wide in this case. 

Mr. GorpDon: I agree with you it is an unsatisfactory situation. 

The CHAIRMAN: Any other questions on 21? If not, what about the revenue 
of Canadian National communications? 

Mr. SMITH (Simcoe North): Is this a profitable part of Canadian National 
Railway’s operations? 

Mr. Gordon: Yes, it is included in with the operations. Broadly speaking 

- this is a profitable operation. In fact, I go further and say here that on our most 

recent analysis all the operations of the Canadian National Railways are profit- 
able except railway operations. It is the railway that loses money not our 
‘others operations. 

Mr. FisHeR: This may be futuristic but has your research department taken 

any notice of experiments by the research people of Westinghouse and others 
of the development of this long-range micro-wave beam? 

) Mr. GORDON: Yes, we are in very close touch with all these technical devel- 

_ opments in our research department. We have people in microwave and coaxial 

cable, we have been very closely in touch with British manufacturers as well 

_as American manufacturers and I think we are right up to date on it. 

‘ The CHairMAN: Any other questions on communications? If not, 23—Other 

_ Revenues. Mail revenues increased by 12.8 per cent and so on. 

: Mr. Ropinson: Mr. Chairman, I wonder if Mr. Gordon could tell us 

- if there was-any money made from the mail services as a whole? 

The CHAIRMAN: Well, it says here mail revenue increased 8.8 per cent. 
I think he answered that when he said all services were profitable with the 

_ exception of rail. 

: Mr. Gorpon: These increases in mail revenue follow on an agreement we 
have concerning general freight rate increases and, moreover, in our negotia-_ 

- tions with the Post Office Department we endeavour to produce figures to show 

- that our costs are at least met. That is plain justice. I would say,.that we 

- should at least make our costs and show a little profit. 

The CHAIRMAN: Paras 26 and 27. There was a wage and material cost 
increase of $7.5 million and transportation expense increase of $3.8 million. 

: Mr. ROBINSON: In connection with that has it been the custom of the 

- company to discourage certain lines from carrying mail? 

Mr. Gorpon: It would depend on circumstances. I would say yes, we 
have in particular cases when we are applying for abandonment of the service 
where the mail would be the main factor for keeping up the service and if 

we can provide that service by truck we have done so. I think Prince Edward 
Island is a case in point. We are quite alert to that and if we can provide sub- 
stitute service for mail that is cheaper than railway we have done that. 

Mr. RospInson: Say you have a line that was carrying mail, would there 
be any reason for this taking away of mail on that line? 

Mr. Gorpon: Only after the post office department decided. It is quite 
possible that they could get better service by truck and they have taken 
mail away from us and transferred to a highway contractor. 

-~ The CHatrMaN: Haven’t you places in your district that very often when 

they have taken it away from the railway they have provided more efficient 

service? . 

Mr. RoBInson: It is more flexible. 
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The CHAIRMAN: And the post office department would naturally think 
of that. 


Mr. Rospinson: That might be true but I know of a case where the instiga- 
tion of dropping mail service came from the railways. 


Mr. GorDon: That had to do with the abandonment of a service? 
Mr. Ropinson: Probably looking to the future, yes. 


Mr. Gorpon: If we did that it would certainly be because there was an 
alternative service and probably better than the railway. 


Mr. ROBINSON: Well, the instance I had concerned two lines up in our 
district and the mail service was discontinued, probably about three years 
ago and the trains are still running there. So this looked as though the 
company’s plan was to make the revenue on that line deteriorate and they 
could eventually go to someone with the alibi for discontinuing part of its 
service. 


Mr. Gorpon: I would take issue with that. I do not think we would do 
that. If the mail revenue combined with other revenues in the freight service 
was enough to justify a continuation of that line we would be the last people in 
the world to ask to abandon it. It may well be in this particular situation 
that all we had in mind was that we wanted to abandon it and we probably 
approached the mail people and told them they should look for an alternative 
service. 

We were able to show we were operating on a loss. 


Mr. CHEVRIER: Does an application for abandonment of a line EAve to go 
to the Board of Transport Commissioners? 


Mr. Gorpon: You know the board sits in judgment on our presentations. 


Mr. CHEVRIER: Has an application for discontinuance of service to go 
before the board? 


Mr. Gorpon: Oh yes, definitely where there is complete withdrawal of 
passenger service. 


Mr. Rospinson: Mail service? 


Mr. GORDON: Oh yes, and the Board of Transport ‘Commissioners would 
have to be shown and it would have to see that real public interest was not 
being prejudiced. The Board of Transport Commissioners is a very hard 
judge. 

Mr. Ropinson: As far as we are concerned too. 


Mr. PascorE: I was going to ask this be referred to, this negotiation with the 
post office. It says: 

The matter was recently brought . a head by a decision of the 
C.N.R. to reorganize their train operations between Regina, Saskatoon, 
North Battleford, Lloydminister, and Edmonton, in which R.P.O. (Rail- 
way Post Office) service functions. The company has decided to 
instal R.D.C. equipment with schedules unsuitable for mail service and 
further, the equipment would not have sufficient mail accommodation 
west of North Battleford. 

The elimination of the R.P.O. in the trains, make necessary the 
development of highway service... 


They have given it to trucks. I know this particular passenger service, I 
take it myself from Saskatoon. 
The CHAIRMAN: What are you reading from? 


Mr. Pascoe: It is a ae office item. I wondered if loss of revenue from 
the Canadian National. 


RAILWAYS, AIR LINES AND SHIPPING 69 


Mr. GorRDON: You see, there has been quite a change in the post office 
methods of delivering mail. I do not know this particular case. For instance, 
we used to run a lot of trains where the mail was sorted en route by postal 
employees in the railway postal car. 

The post office is getting away from that. more aa more ee that has an-;; 
influence on whether or not they find it advantageous to use our service. 


Mr. PAscoE: They say that you started this one by dropping that service. 
Mr. Gorpon: But we could not drop that service. 
Mr. Pascoe: I mean change the service. 


Mr. GorDon: We could not do it. You have got to get this in sequence. All 
railways are required to carry mail as part of the statute. We cannot refuse 
to carry the mail. We can, however, make representations to the post office 
that the particular service would be better in some other way, say performed 
through the post office themselves. 

We do not go to the post office and say arbitrarily ““We are not going to 
provide the service’. They can force us to carry the mail but we cannot 
force the mails off. If we have a loss on the service we would want to abandon 
‘the service which would mean that we would clear it with the post office 
first. If we first went to the Board of Transport Commissioners and asked for 
abandonment the Post Office could come right in there. 


Mr. PascorE: Was there a loss of revenue because you are not carrying the 
mail now? 


Mr. Gordon: There was serenity a loss of net revenue. 


The CHAIRMAN: The post office makes you carry the mail whether you 
are losing on it or not. | 

Are there any further questions on 23? 

If not, we have heading 24—Total operating expenses $31.3 million. We 
had wage and material cost increases of $31.8 million, higher depreciation 
charges. What is your comment on that particular item? It is a matter of fact, 
I guess.. 

Mr. Gorpon: I think it speaks for itself. 


Mr. RoBinson: Mr. Chairman, I wonder if the president could give us a 
comparison of the operating costs compared with the Canadian Pacific? 

The CHAIRMAN: I do not know how you would get the Canadian Pacific 
report? 

Mr. Gorpon: I can give you the comparison but you are comparing dif- 
ferent things again. The higher portion of the Canadian Pacific railway operat- 
ing cost is certainly in the railway section, but so far as that goes a comparison 
of costs does not mean anything unless you relate it to the volume of traffic 
and things of that kind. 

For example, I can show you here that our total operating expenditures 
referred to in our report are $734,556,000 and those of the Canadian Pacific 
Railway are $417,785,000. | 


Mr. Ropinson: Can that be cut down into miles or anything like that? 


Mr. GorDON: Yes, you can examine it roughly this way,—that the Cana- 
. dian Pacific Railway is roughly 60 per cent of our size. We are a much bigger 
railway and much bigger operationally than the Canadian Pacific Railway. The 
ton miles of revenue freight, which is our bread and butter, on the Canadian 
National Railways in 1957 was 36,674,000,000; on the Canadian Pacific Railway 
it was 27,281,000,000. On the United States class one railroads, which represent 
_ the larger railroads in the states, it totalled 618,094,000,000. 
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In the light of these figures you will see that the actual traffic handlings 
on the Canadian Pacific is roughly about 60 per cent of the Canadian National 
Railways. 


Mr. Roprnson: What I was wondering if I could find out was,.. a 
Mr. GORDON: Were you talking about mileage operated? 
Mr. ROBINSON: Yes. 


Mr. Gordon: The mileage operated on the Canadian Pacific Railway in 
1957, that is the actual mileage on the roads they are operating is 17,097. On 
the Canadian National Railways it is 24,497. Those are main line tracks. In 
addition to that on the Canadian National we have about 10,000 miles of 
yard tracks, subsidiary tracks, etc. which makes roughly about 35,000 miles 
of trackage. 


I do not know if we have that other figure for the Canadian Pacific Rail- 
way, but it would be about 60 per cent. 


Mr. Ropinson: I do not know whether I have got myself clear yet or not, 
but I was under the impression from something I read that the Canadian 
Pacific Railway were operating cheaper than what the Canadian National was 
per mile of everything covered? : 


Mr. Gorpon: Yes, I think that is correct. 


Mr. RogpInson: In that case I was just wondering, can you tie it down to 
any certain line where that costs the company more than it does the Canadian 
Pacific. 


Mr. Gorpon: It is perfectly true that the operation of the Canadian Pacific 
Railway on a mileage basis is cheaper than on the Canadian National. There 
are quite a number of reasons for it as I mentioned to Mr. Broome earlier this 
morning. One of the reasons is that the Canadian National Railways services 
have far more thin traffic lines than the Canadian Pacific. There is this further 
factor, and we have not discussed it yet. The Canadian Pacific Railway has 
developed and has been built as a planned and integrated line. It grew along 
their base line and spread out from this main trunk line. The Canadian Pacific 
Railway was built as a cohesive unit. 

The Canadian National Railways in 1923 took over six major operating 
lines that were built to compete with each other, so that we had further over- 
head in the nature of duplication of facilities, terminals, branch lines, and so on, 
and even to this day we cannot say they are coordinated. As a result our 
transportation ratio is five to seven points higher than that for the Canadian 
Pacific Railway. > 

Putting it another way, if we were able to achieve the same transportation 
ratio as the Canadian Pacifie our results for 1957 would have been $45 million 
better. That is something we are working on and we are making headway 
with it. 

Mr. Ropinson: Would I be right in thinking if we were not a government- 
owned railway we could have a better chance to hold our end up and -.compete 
with the other lines financially? 


Mr. Gordon: That opens up a very broad question as to the extent to 
which management is necessarily hampered by the fact that we are publicly 
owned. The fact is that while there is no active interference with management 
from a political point of view I would say that the Canadian National Railways 
is consistently under pressure from members, criticism from railway labour 
organizations, employees, and from other people in the country who feel that 
because the Canadian National Railway is a publicly-owned railway they 
have a right to protest. A 
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In the nature of things we of the Canadian National Railways try to be 
humane about these things and might not proceed as ruthlessly as a private 
corporation in cutting expenses, and so on. 

In other words, we are a considerate group and give further consideration 
to continuing a service even though it might lose money. 


Mr. CHEVRIER: Is that not one,of the prices we have to pay for having 
a public line on the one hand and a private line on the other? © 

Mr. Gorpon: I think it is a matter of degree. It can go too far. It is a 
constant concern of management. Take the case of our labour. As you know, 
you get delegations all the time at Ottawa to the Minister of Transport and the 
Prime Minister in respect of lay-offs and other things. You never get delega- 
tions in respect of Canadian Pacific matters. We get hell if we try to reduce 
expenses on the Canadian National but the Canadian Pacific does not, because 
that is a private company and everybody really thinks they are in business to 
pay expenses. We are up against resistance all the way. I am not complaining. 
All I am saying is that it is much more difficult and Lhese factors affect our 
operations in some degree. 


The CHAIRMAN: That is the tough thing about public ownership. 


Mr. ROBINSON: Would I be right in making this statement, that it does not 
seem fair to me that in some districts our service is getting curtailed and 
yet we find other districts which, as was brought out about the dining car 
service, are losing money and yet we have to pay our portion to subsidize 
these losses? 


Mr. Gorpdon: You put your finger right on the point of the constant argu- 
ment as to whether management in the Canadian National is doing what might 
be called even-handed justice everywhere. Where we adjust our service we 
try to be as objective as we possibly can and, moreover, when it comes to the 
question of the provision of service you have the established Board of Transport 
Commissioners for the purpose of protecting the public interest. We have to 
establish without peradventure that what we are doing is justifiable and 
non-discriminatory and not against the public interest. As I say, in New- 
foundland, as Mr. Carter will be the first to tell you, what we do for them is 
compared with what we are doing in western Canada, and if we do something 
in western Canada they will want to know why we are not doing so much in 
Toronto. Probably you have the idea. It is just human nature. All I can do is 
assure you, speaking for management, that we bend over backwards to try 
to be fair. 

Mr. CARTER: I suppose you are making a further comment on this additional 
depreciation later on? 

Mr. GORDON: Yes. | 

Mr. FISHER: I want to ask a general question. You have hinted for 
several years that the future in passenger service may be a de-emphasis on 
transcontinental line and emphasis on inter-city service. 

Mr. GORDON: Yes. 

Mr. FISHER: What will be the effect there as far as operating expenses are 
concerned? 

Mr. GorDON: We are making the most meticulous analysis. We have got 
to get down to cases as to the type of service particularly on this trans- 
continental line and we have got to decide whether we are justified in operating 
what might be called a Super-Transcontinental service or whether we would 
be better to concentrate on the adequate rather than the spectacular operation. 

For example, we have cut the time, as you mentioned a few minutes ago. 
That costs money. We cannot cut down the scheduled times on any train 
without having regard to their greater cost and we have to plan that and 
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decide whether it is worthwhile. Are we going to be able to use a type of 
train in our passenger service that will be reasonable in terms of its loss? ~— 

We took the gamble in respect of the ‘‘Supercontinental’ and so did the 
C.P.R. in respect of the “Canadian,” to see if by putting on a “super-duper” 
type of railway passenger service we could give effective competition to the 
airlines and the buses—mostly the airlines. Now we have had three years 
of that experience which has been most discouraging. We are looking at it 
now to see what is the next step. 

As far as I can see at this moment tie next step will be a curtailment 
rather than an enlargement of service. We will, in any curtailment, keep in 
mind the question of the convenience of the public; but ius Supercontinental 
is not a success really. 

Mr. FISHER: Do you think phere would be some compensation in a switch 
to inter-city emphasis? 

Mr. Gorpon: We think there is a field there, particularly in the develop- 
ments we see in air transportation; for instance, where they are going heavily 
into jet planes. The jet cannot be economical in short distances; it has to handle 
long-distance travel for maximum efficiency. If you were to fly a jet plane 
between Toronto and Montreal, by the time you got the jet plane up high 
enough in the atmosphere to be operated efficiently it is time for it to come - 
down. It may be in a short run that the jet plane will be uneconomical. So 
again, it may be the case that the railways will find a field for fast and frequent 
services between larger cities, not linking them into a continuous Trans- — 
continental service going right through to the coast. 

We were speaking about the trans-continental service from Montreal and 
Toronto to Vancouver and back. One train set involves a capital expense of 
roughly $3 million. It takes sixteen sets of trains going around and around, 
and that is sixteen times $3 million. 

Mr. FISHER: My constituency would be one of the first to suffer. I imagine 
you will increase first in the Montreal and ‘Toronto areas. 5 

Mr. Gorpon: It depends on what you mean by suffer. We may improve 
the transportation from the outlying areas to the main cities, such as Win- 
nipeg; but it would not necessarily improve the service from your constituency 
through to Vancouver, because we find in our analysis that only about 10 per 
cent of the passengers who board a train in Montreal go through to Vancouver. 

Mr. FISHER: Can we expect from the railway some kind of a decision, 
say reasonably soon on this particular point. 

Mr. GorDon: Not necessarily a complete decision, but some gesture along 
that line. 

Mr. CARTER: In respect of the pooling of trains, do you do that by peitaal 
arrangement, or is there any compulsion on either railway with reference 
to putting up pool trains? 

Mr. GorDON: There is no compulsion except under the general C.N.-C.P. 
Act. The railways are required to examine all possibilities of were it is 
- possible to reduce costs. If pooling between the railways is the answer we 
have to get together to examine what can be accomplished in pooling. We 
have a committee which talks about that constantly but does not get very far. 

Mr. Carter: Are you convinced that by the pooling of trains you are 
saving expenses? 

Mr. Gorpon: I do not think there is any doubt about the actual saving of 
oprating expenses. I have considerable doubts as to the wisdom of pooling. 
That is one of the things we are constantly trying to talk ourselves out of, or 
into. The pooling arrangement went into effect in the ‘thirties. It was a 
depression-prompted device to cut our expenses. With the growth of the 
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country there is a question mark as to whether the pooling system has an over- 
all advantage, although it can be demonstrated in dollars and cents that we 
are saving amounts running into the millions in the pooling arrangements, 
which are now operating, in terms of out-of-pocket expenses. But whether 
or not it operates to the long-range advantage of ourselves or the C.P.R. is a 
question mark. 

Mr. FIsHER: I have been studying this question for a member of years 
and have not seemed to have reached any conclusions. Are these bilateral 
discussions? 

Mr. GORDON: Yes. 

Mr. FisHeR: What are the main stumbling blocks? 

_ Mr. Gorpon: I wish you could take a look in my file. We are having dis- 
cussions all the time. We have a meeting and talk about it and either one side 
or the other wants more information. Then you start to make an analysis which 
takes months and by the time the analysis is complete it is invalid, and it 
goes on and on. 

Mr. FISHER: Would you say that the C.P.R. has been cooperative throughout 
the whole discussion period? 

Mr. Gorpon: I would rather you ask them if they think we have been 
co-operative. It is a matter of opinion. We have met continually and we have 
been honest with each other. It is very difficult to get officers of competing 
organizations to agree on what is the particular interest. For instance, in our 
pooling arrangements between Toronto and Montreal, we run a pool train out 
of Windsor station and our officers think that is terrible. Take the pool between 
Ottawa and Toronto. It is operated by the C.P.R. If we were to break the 
pool now, we would in turn have to provide a service between Toronto and 
Ottawa. Our line between Toronto and Ottawa has been allowed to go down 
into the category of a freight line only. We would have to spend I do not 
- know how many millions of dollars to rehabilitate the line in order to bring 
it up to fast passenger train standard. If we did that I am not certain that 
we would get enough traffic to justify such an expenditure. 

Mr. FisHer: There has been a marked reduction in the number of main- 
tenance of way men. 

Mr. GORDON: Yes. 5 

‘Mr. FISHER: I have had, especially, complaints from North Bay westwards. 
Could you give us sort of a statistical picture as to the decrease from, say, 

North Bay to Winnipeg as to the number of maintenance of way men and 
what it has meant in savings in labour costs. 

Mr. Gorpon: I would find it very difficult to pick out a single line in an 
area and make an analysis. It would take a good deal of time. I will tell you 
the background and you can see how it fits into your point. 

After the forty-hour week came in, the railways embarked on an intensive 
mechanization program to see if they could adjust the forty-hour week to 
our railway operations. We provided much more mechanization so that a main- 
tenance force could cover much more mileage than before. That reduced the 
need for the numbers of section gangs. However the mileage covered is 
governed by the line’s physical characteristics and the sections. vary greatly. 
It would require quite an analysis to answer your question in particular. 

Mr. FIsHER: The point which was brought up to me is that the men along 
the line feel that the railway has not considered the safety factor. 


Mr. Gorpon: That is absurd. 


es Mr. FISHER: Probably it is; but how does a member of parliament answer 
complaints like that? 
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Mr. Gorpon: The answer simply is that if there is one thing of which” 


railway management is always conscious it is the safety factor. We would 
never make any amendment in our inspection service or track maintenance 
or anything else which would reduce the safety factor. Mr. Dingle is our 
operations vice-president and I would like to hear what he has to say about 
it. The safety factor is, economically speaking, a nuisance, but to Mr. Dingle 
it is his job, and he will not permit me nor anyone to reduce that. 

Mr. DincLeE: What Mr. Gordon has said is true. We certainly do not 
sacrifice safety. We are spending a lot more capital on our track structure 
and track maintenance equipment than we did before, and for that reason 
our maintenance costs are being reduced. 

Mr. FISHER: What about the problem of broken rails? Does it tend to 
disappear in your switch to dieselization? 


Mr. DINGLE: No, but of late there has been a Caan esas because of better 
rail maintenance ana detection services. 


Mr. GORDON: The way the engineers explained it to me is that with a 
steam locomotive the piston and driver action gives tramping effect on the 
rail whereas a diesel locomotive has a smoother drive and does not produce 
the pounding effect. If ary Une g, a diesel locomotive must be more kind to a 
ral: 


Mr. FISHER: I think there was the case of a train running out of Sioux 


Lookout with a steam locomotive and you had broken rails all along the line. 

Mr. Gorpdon: Aside from our careful visual inspections, we put on Sperry 
cars which are one type of the pieces of equipment we use. 

I have a note reminding me that the C.N.R. won the National Safety 
Council fifth annual award for public safety, and only seven other Canadian 
and United States railways were so recognized for 1957. 

I would like to say most emphatically that we do not compromise with 
safety under any circumstances. 

Mr. SmitH (Simcoe North): What is the operate < crew of a dayliner? 

Mr. Gorpon: It depends on the number and type of units. A one-car 
unit could have an engineman and conductor. 

Mr. SmitH (Simcoe North): How many passengers would it carry? 

Mr. Gorpon: It depends on the type of car; there are four different units. 

Mr. SmitH (Simcoe North): How many passengers would a dayliner carry 
with a crew of two? 

Mr. Gorpon: A straight passenger dayliner has about 80 odd seats. 

Mr. SmMitH (Simcoe North): On a run of up to 100 miles what average 
speed can it accomplish? 

Mr. Gordon: It is too bad that we always have to qualify our answers. 
In this instance it would depend on the run and on the condition of the track. 

Mr. SMITH (Simcoe North): What I am thinking of is the matter of semi- 
commuter traffic and competition between a dayliner and a bus from Barrie or 
Orillia or Midland? | 

Mr. Gorpon: If we were running a dayliner between Ottawa and Montreal 
we could run it up to 80 miles an hour or perhaps more. That is a first-class 
line. 


Mr. SmitH (Simcoe North): Could you average, for example, on that run 


a speed of 50 miles an hour? Ys 

Mr. Gordon: It would depend on the number of stops. If we were able 
to make a non-stop run from Ottawa to Montreal, I would think we would be 
able to average well over 60, even allowing for haces where we would have 
to go slow. If there are any Sas at all you lose a lot of time. 


: 
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Mr. Smrrir (Simcoe North): I am thinking more in respect of short lines 
such as the 60 miles from Toronto and Orillia. 


The CHAIRMAN: In that 60 miles you have about six stops and- starts. 


- Mr. Gorpon: Again you have to know the locality. Take an area around 
Toronto. The difficulty there is it is terribly congested. We are almost at the 
point of saturation on our line between Toronto and Hamilton. We could not 
put more trains on there. We would have to build another line. Remember 
always that while most people are intrigued about passenger service, our bread 
and butter is freight; only about eight per cent of our actual earnings come 
from passenger service. While naturally we have to give the passenger trains 
the right of way, from the railways’ standpoint. it is freight we want to move. 


Mr. MonTEITH (Verdun): I would like to ask a question in respect of pool 
trains. What proportion of equipment is provided by the C.N.R. and what pro- 
portion is provided by the C.P.R. Is this on a fifty-fifty basis? 


Mr. Gorpon: No. It really does not matter which one of us provides the 
equipment. It is worked out on a wheelage basis and expenses and revenues 
are shared depending on the equipment which goes into the particular train. 
We may operate the majority of the equipment between Montreal and Toronto 
and the C.P.R. between Montreal and Quebec, and from Toronto to Ottawa. 
Then there are instances where we provide the dining car. But it does not 
make any difference because whatever equipment goes into a pool train the 
revenue and expenses are worked out on a wheelage basis formula and our 
share dependent on the amonut of equipment which goes into the operation. 
That covers not only passenger cars but also motive power which is the big 
cost item. 


Mr. FISHER: Could -I ask for the details of the arrangements which you 
have with R. F. Welch Company for recruiting labour in Europe for you? 


Mr. GorDON: Yes. . 

Mr. FrsHER: And what service charge there is for that, if any? 

Mr. GorDOoN: Our present arrangement is that Welch recruits labor re- 
quired over and above local labor secured by the Railway for extra gangs. 

The fee charged for recruiting labour by R. F. Welch is 3% of wages 
earned by each recruited worker during an uninterrupted term of employment. 
Cost of board to all men in gangs was reduced from $2.31 to $2.10 per day, 
and a subsidy of 30c per man per day was paid to R. F. Welch, so that on that 


_ basis the fee paid by the Company, works out, if you want to put it that way, 


at the rate of 30c per man per day, plus 3% of the wages earned by men re- 
cruited by Welch. 

Mr. FisHER: What was the total amount they received in 1957? 

Mr. Gorpon: I am afraid I do not have the figure available. 

Mr. FISHER: Never mind. Has the arrangement generally been satisfactory 
to the unions? 

Mr. Gordon: We have had no complaint from the unions since we made 
the last arrangement. 

Mr. FISHER: Are there any plans to bring over any labour in this period 
which is coming up? 

Mr. Gorpon: I do not know precisely what the Welch Company did this 
year, but my impression is that they recruited all labor in Canada. 

This has been a very useful arrangement for the railways all through the 
piece because the Welch people have been able to deal with a class of labour, 
on a sort of rehabilitation basis and they have over the years, brought in 
people from such places as Italy who have proven useful to the industry. 
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In addition they have provided a useful social service. By rehabilitating 
many people by finding jobs for them. They took them on gangs on the rail- 


way and that is where we got a lot of our recruitment for cetrain types of. 


work. 


The CHAIRMAN: If there are no ather questions in renee of er os met 


expenses at this stage, we might proceed to wages. 
I thought, with your consent, that probably 12:30 would be a good time 
to adjourn. 


Mr. CHEVRIER: If we are going on, may I ask Mr. Gordon if, over and 
above the statement contained here in reference to the dispute concerning the 
non-operating unions, if he would be good enough to tell the committee where 
the matter stands? First, I wish he would comment with reference to the 
amount claimed. What does it represent by way of an additional freight rate 
increase if such a demand is granted? Also is the Canadian Pacific Railway in 


eo 


the same position as the Canadian National Railways? Could we have a 


statement on the present position of this dispute? 


Mr. Gorpon: I would be glad to do that. I might work on that over the 


noon hour and make a statement at the opening of the committee in the 
afternoon. 


Mr. CHEVRIER: I will ot: be here at the early part of the afternoon’s 
meeting. 


Mr. Gorpon: In respect of the figure on the freight rate increase I would 


have to get information on that. I can answer the other points. The conciliation — 


board has completed its hearings. Both the C.P.R. and ourselves have filed 
evidence before the conciliation board showing that no increase in wages is 
justified. We have attempted to show that the Durable Goods Index which 


the unions are putting forward as a yardstick is not appropriate to the railway 


industry. 

We have presented to the board detailed comparisons of rates from all 
across Canada covering comparable types of work performed on the railways 
and have proven to our satisfaction—whether or not to theirs I do not know— 


that the railway worker is not underpaid and therefore no wage increase is 


justified. 

The evidence is in, as I say, and the unions have stated their opposition 
to the company’s oie of view. The board is preparing its report now. 
I have no definite knowledge as to when it will come out, but I would suspect 


that it will be within the course of the next two or three weeks when the | 


conciliation board is under the chairmanship of Mr. Justice Thompson. Until 
that report comes out I do not know what the next step may be. 

Mr. CHEVRIER: Could I ask you to give us that a step further in reference 
to the other group; I am referring to the firemen and enginemen. 

Mr. Gorpon: It needs a little more explanation in respect of the background. 
We have to go back to the period prior to the present agreement with the 
firemen which expired on March 31 of this year. When that contract was 
being discussed over two years ago, we took the stand that we wished to discuss 
the need for firemen on diesel operations of any kind. In the ensuing discus- 
sion, we realized that the basic issue affected not only firemen but all members 
of the crew on a diesel powered train, and we did not feel that we had sufficient 
data to press that point of view before a conciliation board. 

So in 1956 we agreed to extensions of our wage agreements and said that 
we were going to conduct a very detailed review of our train operations with 
respect to all members of the train crew. That was done. 

The C.P.R., on the other hand, at that point decided they would press the 
issue conce rning use of firemen in yard and freight service. That issue is 
what gave rise to the Kellock commission, so called. 
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We proceeded with our independent survey for our own purposes and 
C.P.R. carried the issues to conciliation and still later to the Kellock commission. 
When our agreement expired on March 31 this year we, in accordance with 
the terms of the agreement, again served notice that we proposed to ask for 


‘an amendment of the wage agreement leaving to management discretion as 


to when firemen should be used. The union would not negotiate on that point 
at all. The question now is before a board of conciliation under the chairmanship 
of Mr. Justice Montpetit and he is examining the merits of our case, not only 
in respect to a wage increase but also in respect to the matter of using firemen 
at the discretion of management. 

Our case in that respect is different from the case of the C.P.R. because 
we allege we should have, basically, the discretion as to when the men should 


-be used in any particular job, be it firemen or any other classification. That 


is where the matter stands. The hearings have been adjourned until August 11. 


We do not know our position, therefore, until we have the findings of that 


board. 
Mr. FISHER: This afternoon I would like to bring up some question in 


respect of points such as Sioux Lookout, Armstrong, Nakina, Hornepayne, 


Foleyet and Port Arthur. 
Mr. Gordon: Affecting what? 


Mr. FisHErR: If you are successful in obtaining what you want as far as 
the fireman is concerned, how it will affect the people at those points. 


The CHAIRMAN: You mean in respect of unemployment of people in those 


a0 dustriets? : 


Mr. FISHER: Yes. In terms of straight employment this is the most live 


. question which we have in those areas. 


Mr. GorDON: I would like to talk this over during the lunch hour with 
Mr. Dingle. Divisional points, of course, are being affected by the dieselization 


‘program. There will be a major re-orientation required as we proceed to 


complete our dieselization program. 
On the particular point mentioned here, if management has the discretion 


as to when to use men on a train, be it firemen or other crew members, that 


is subject, of course, to the safety consideration which is under the jurisdiction 
of the Board of Transport Commissioners. If we have the power to reduce 
the number of men on a train, we will do that wherever it appears to be 
required at that time. I do not know how it affects divisional points. It 
depends on where the men live and what their run might be in this particular 
area. 


Mr. FISHER: I do not know whether or not you can anticipate the serious- 
ness of this question from the point of view of a politician, but it is a very 
live one. The sharpest question which is being asked at a Division point is, 
“Where are we going?” and the railway does not tell us. I think, in view of 
the whole trend, that the community deserves some kind of a foreshadowing 
of their future because they depend entirely on the railway. I hoped that you 
would be able to give us some information. 


Mr. GorDON: Perhaps this is indiscreet; but would those communities 
either listen or believe me if I do tell them? 


Mr. FISHER: I would hope they would. 
Mr. Gorpon: It has not been my experience. 


Mr. FisHER: You spoke earlier about the question of human relations. 
This is one of the toughest. I have been associated since birth with the C.N.R. 


- J have a great number of very close relatives who are working on the railway, 


and my mother is a railway pensioner. I think I understand their points of 
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view. I think it is about time we had a pretty forthright statement as to 
what will happen to these communities in terms of employment. 


Mr. Gorpon: I fully agree with you. I think it is our duty to let that be 
known as soon as we can. We cannot get away from the fact that we are in 
the middle of tremendous technological change in railways and unless the 
railways do adopt changes which will enable them to keep competitive — 
or improve their competitive position, the over-all result on railway labour 
will be much more serious than if we do not. 

This dieselization program has some very unfortunate effects, I grant. 
No one is more concerned about this than I and the rest of management. 
We have tried to explain it. Never at any point have we suddenly changed the 
orientation of our labour force without sending our supervisors and others to 
explain to the individuals what they can expect and why we are doing it. 
The employees affected have privileges, under the seniority provisions and 
under transfer provisions, but we get to the point where it means they must 
go elsewhere. I quite recognize how difficult it is for a person to have to 
tear up his roots, but it cannot be avoided. You have to adapt yourself — 
to change. 


Mr. FISHER: There are such things as real estate values. No one knows 
where they stand at the present time. Quite frankly the substandard com- 
munities in my constituency are the Canadian National divisional points. 


The CHAIRMAN: Gentlemen, it is 12:30. We will adjourn, and it being | 
agreeable, we will meet here immediately following the orders of the day 
if and when that should be. This evening, if you are satisfied, we will meet 
at eight o’clock. : 


AFTERNOON SESSION 


Monpay, July 14, 1958 
5:30 ~p.m. 


The CHAIRMAN: Order gentlemen, I see a quorum. Shall we proceed? I 
think Mr. Gordon is prepared to deal with the questions that were outstanding. 


Mr. Gordon: During the lunch hour I managed to get the answers to most 
of the questions which were left pending. 

There was a question about some pulp wood movement. I have not been 
able to identify this but perhaps if Mr. Fisher had a talk with one of my 
assistants he would be satisfied. 


Mr. FISHER: Yes. 


Mr. Gorpdon: In regard to your question, Mr. Carter, as to whether rail- 
way rates apply to coastal shipping—that is ships plying between one port 
and another—the answer is no, water rates apply. These water rates have 
remained practically the same as they were at Confederation. 


In regard to cement rates, there is no incentive rate regarding cement. 
We have met competitive rates represented by cement being shipped from 
the United Kingdom into St. John’s. Last March we instituted reduced rates 
in order to meet that competition. 


There was a question asked in connection with the bus and truck service 
between Port Arthur and Longlac. The answer to that question is that we 
ceased rail service there following application to the Board of Transport 
Commissioners and substituted a bus-truck service. Our experience has shown 
that we can definitely provide service for all the traffic offering in that com- 
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munity and are saving about $270,000 to $280,000 a year as a result of this 
change. It is not our intention to reestablish any form of railiner or rail 
service in that regard. 

I think those answers pretty well cover the outstanding points except in 
regard to the general question having to do with enlightening communities 
of our intentions. That is a broad question. I find it difficult to give a com- 
prehensive answer because it breaks down into so many facets. 


The fact of the matter, however, is that at any point or division where we 
have in mind a dislocation respecting the working force, we communicate 
and talk to the representatives of the unions and give notice as far ahead as 
we can, to let them know what our intentions are in a particular community. 
That varies depending on the particular circumstances, but we do communicate 
with the union representatives of the various trades. 


The reason I say it breaks down into different facets is because there are 
a number of different union agreements affecting the various trades and crafts 
and this complicates the problem. We do give advance notice as far ahead as 
we are able to plan on an intelligent basis. 


Mr. FISHER: You do not make a particular point of explaining to the 
community as a whole; for example to the town council, do you? 


Mr. GorDOoN: The answer to that question is yes, and no. We do make 
a point of doing that when our plans are sufficiently far advanced that we can 
see the situation clearly ourselves. The difficulty Mr. Fisher is that we are 
in the middle of a very complex period of transition from steam locomotives to 
diesel power. As soon as: we have our dieselization program sufficiently far 
advanced that we can see what the impact is going to be on a community, 
then we do talk to the councils and employees in that community. 

A case in point, for instance, is the City of Stratford. The city of Stratford 
has been fully informed of the situation there. We have met with the City 
Council, we have met with all the community representatives, we have com- 
municated with each indivdual employee and have set up a counselling service 
for the purpose of personally advising each one of these men as to what his 
rights are in regard to seniority arrangements, transfer procedures, pension 
_arrangements and that sort of thing. Whenever we have crystallized plans 
we are able to do that. 

; Some of the points you are interested in are in the ‘bridge’ area, and we 
must get closer to the completion of our dieselization arrangements before we 
ourselves can decide what points we will be able to run through on. 


One of the efficiencies in dieselization, among other things, is that much 
longer runs are possible without maintenance service on the diesel power. 
As soon as we get far enough ahead in the planning in that regard, then we 
will certainly inform the communities of the situation. 

I will give you another example; the transfer of our shop between Cochrane 
and Senneterre. More than a year ago we talked to the city council of Cochrane. 
As I suggested this morning, we have had to work very hard getting them to 
understand that these things are inevitable if the railroad industry is going 
to survive. 

I can assure you just as soon as we are able to give some real practical 
advice we will get in touch with the communities and take them into our 
confidence. 

There is another point which I rather hesitate to mention. Experience 
has shown that if we begin to announce our intentions of changes in any com- 
munity before we are sure of them ourselves, we are asking for resistance; 
We just invite resistance. It makes our planning operations much more diffi- 
cult. Therefore we tend to wait until we are absolutely sure so that we do 
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not initiate a lot of unnecessary representations and agitation. It is only when 
we know definitely what must be done that we, as I say, work through our 
union representatives, and so on, to give the necessary advice. : 

Mr. FIsHER: I do not want to put this on the record as a positive statement 
of fact, but one could be very disturbed by the general morale along the north - 
line, and I am thinking of communities such as Hornepayne. There seems to 
be a lot of doubt about the situation there. I would like your assurance that 
you will let those communities know where they stand at the earliest possible 
moment. 

Mr. Gorpon: We are very conscious of this fact. These communities of 
which you speak are not only rather isolated, they are very dependent upon 
railroad operations. We have a very sympathetic understanding of this situa- 
tion and I can assure you that. we will try to keep them informed of the 
situation as soon as is practical and to establish any transitional changes on 
as considerate a basis as possible. 

Mr. FISHER: I might suggest that the president himself could go to some 
of these places. 

Mr. Gorpon: There is nothing I would like to do better but I have never 
been able to figure out how to be 60 places at one time. I have been through: 
those communities you mention from time to time, but to spend the time 
necessary, going to all of them, is just beyond me. But I shall very much 
keep in mind what you say bud to the major possible extent I shall try to 
make visits there, or to have senior officials make visits in those territories. 


Mr. Carter: May I ask for a clarification arising out of an answer which 
Mr. Gordon gave to me? We have coastal boats going around my riding which 
carry freight also to the mainland. 


If they take on board freight on the mainland, then that freight is not 
taken out of the ship. It goes from the mainland to a point in Newfoundland. 


Mr. Gorpon: That would be at the railway rate. ; 

Mr. CARTER: But if it is unloaded at Port aux Basques and put on again, 
then it would carry a water rate? 

Mr. Gorpon: That is right. 

Mr. Carter: Do these rail rates apply on the ferry? 

Mr. Gorpon: Yes. 

Mr. Carter: Do they apply to motor cars? 

Mr. Gorpon: I can see no reason why they would not. You are talking 
about the transportation of automobiles? — 

Mr. Carter: Yes. Do you have special rates for them? 

Mr. Gorpon: They would get the same rate as if they were being trans-- 
ported on the railway. | 

Mr. Carter: It is a rail rate? 

Mr. Gorpon: Even though we are required to give straight water trans- 
portation, it is the same as if it were a railway. That was the theory under 
which it was set up. In other words, you may remember that rages after 
confederation our rate was challenged. 

Mr. CARTER: Yes. 

Mr. Gorpon: At that time the principle was established of a bridge be- 
tween North Sydney and Port aux Basques which, for rate-making purposes 
would be treated as if there were a railway running thereon. It is ireieht 
you are talking about? 

Mr. Carter: I understand if a person ships a car from Port aux Basques 
to North Sydney, he must pay the ordinary freight rates on that car? 
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Mr. Gorpon: That is right. 

Mr. CARTER: But what I am not sure about is this: is the rate for the 
90 miles the same as if it were for 90 miles somewhere else on the railway 
line? 

Mr. Gorpon: If it is freight, yes. 

Mr. CARTER: They can only ship it by freight. There is no other way of 
doing it. 

Mr. Gorpon: I am talking about freight, such as a new motor car shipped 
as freight. ‘ 


Mr. CarTER: No. I am talking about a passenger’s car. 
Mr. Gorpon: Then there is a regular tariff on the ferry for that car. 
Mr. Carter: Oh, then it is not a freight rate? 


Mr. Gorpon: Well, it is on the freight basis; there is a tariff and it is on 
the freight basis. If you drove your car up to the station at Montreal, we 
would not take it on board a passenger train going to Toronto. However when 
you drive your car to Port aux Basques, you will be able to drive it on a ferry 
which will take it to North Sydney, and there will be a rate applicable for that 
ferry service from that point. 


The CHAIRMAN: Shall we now proceed ae paragraph 28, ‘‘Wages’’, and 
paragraph 29, “Wage increases and other benefits applicable to 1957”? 
Are there any comments on these paragraphs? 


Mr. Carter: Mr. Chairman, pensioners who are retired without having 
made a contribution towards the pension I believe, get a flat rate pension? 


Mr. Gorpon: If they qualify under the terms of the pension fund they get 
a basic pension, as we call it, of $25 per month, without having contributed to 
the pension fund. 


The CHAIRMAN: I think this is further clarified with other items, Mr. Carter. 


Mr. Carter: I did not want to bring this up here. But there are one or two 
points in connection with it I want to get clarified. Perhaps at the time of the 
budget item would be a better opportunity. 


Mr. Gordon: Well, this is just as good here as any place. 


Mr. CARTER: Well, this is what I want to get at. The pension rate for a 
regular Canadian National Railways pensioner who made no contribution, 
as you said, was $25 a month. Now, when confederation took place a number 
of Newfoundlanders came under the non-contributory scheme as part of their 
service was with the Newfoundland railway and part with the Canadian 
National Railways, and I understand that instead of $25 they get $30. There 
is a figure of $30 a month comes in there somewhere and I was wondering 
what would be the basis for that? 


Mr. GORDON: That was an agreement that was worked out between the two 
governments at the time of confederation. This is probably one of the most 
complicated things in the railway and that is going some, I can tell you. 

I believe what you are talking about in this instance concerns a Newfound- 
land employee who was a non-contributor to the pension en This is what it 
says: 

A Newfoundland employee who has not contributed under a pension 
fund shall receive such amount additional on a pénsion payable him 
under the pension plan as may be required to augment such pension to 
the equivalent of $15 each year, but not exceeding twenty years of allow- 
able service calculated in accordance with the provisions of the New- 
foundland act of March 31, 1949: 
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Then comes a number of commitments. At the time of confederation the 
Newfoundland people had a certain type of pension plan and certain concessions 
were given to railway employers in order to ensure that employees of the 
Newfoundland railways would not be any worse off in regard to any pension 
coming to them than they would have been had no amalgamation taken place. — 

At the same time it was not considered fair that the Canadian National 
Railways should have to provide for those particular employees a higher allow- 
ance than dictated by the amount of service with us, because if we had done © 
that we would have had all sorts of complaints across Canada. So it became.a 
fact that it would be a separate scheme, not affecting the pension fund as such 
but coming under this Newfoundland board. 

Mr. Carter: But somewhere it is stated there was a basic rate of $30 a 
month. I have never quite understood why that rate should have been $30. 

Mr. Gorpon: Mr. Armstrong says he knows. — 

Mr. ARMSTRONG: I think, Mr. Carter, you are speaking of the Tntercoleiat 
Railway, which had a minimum pension rate of $30. This was established back 
in 1923 or 1924. 

Mr. Carter: In Newfoundland? 

Mr. ARMSTRONG: No, it does not apply to Newfoundland. I do not know the 
minimum basic for Newfoundland. 

Mr. Gorpon: It is a varying amount. 

Mr. CARTER: Well, now we have two figures. You had $25 and, now Mr. 
Armstrong is saying in 1923 we had a rate of $30. 

Mr. ARMSTRONG: With respect to the Intercolonial Railway. 

Mr. CARTER: But in some respects that affects Newfoundland employees. 
The reason I am asking this question is because I have a constituent who was 
retired and who had Newfoundland railway service and so much Canadian 
National Railways service and the rate he gets is $32, part paid by the Canadian 
National Railways at $30 and part paid by Newfoundland, and I cannot under- 
stand why. 

The CHAIRMAN: We must try to keep our questions as relevant to the 
discussion as we can. If we have a lot of fine details it will take a lot of the 
committee’s time. , 

Mr. Gorpon: I would say, Mr. Chairman, that this is one of those cases 
which is so complicated in respect of what happened in Newfoundland that 
they all have to be treated individually and if Mr. Carter would care to bring 
the individual case to my attention I will analyse the thing for him and show 
him how it operates. 

The CHAIRMAN: I think it would be better, Mr. Carter, because it takes a 
lot of the time of the committee if we go into details. 

Mr. FISHER: Have you been able to estimate the figure of those employees 
who are now in service who have willingly Re to the contributory part 
of the pension scheme? 

The CHAIRMAN: This is by the revised health and welfare plan? 

Mr. Gorpon: We are talking of the revised pension plan, which is part 2. 
Well now, the part 2 contributors as at the end of 1956 were 35,160, and as of 
1957, 35,630—practically the same. 3 

Mr. FISHER: Practically the same? 

Mr. GORDON: Yes. 

Mr. FISHER: Can you analyze why they are so loath to step in and take 
advantage of this very generous offer? 
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Mr. GORDON: Yes, I think I can answer that. It is due to the fact that at 
an early age few men really are able to look far enough and realize that after 
they are married and settled down it would be nice to have the protection. 
Combined with this is the basic weakness in our fund,—that it is a voluntary 
fund. 

We are convinced that that is wrong. We are engaged now in some very 
heavy analysis with the thought that we are going to make the plan com- 
pulsory for all new employees engaged from a certain date forward. This 
will make it a contributory fund the same as the C.P.R. and others. 


Mr. FISHER: Willy-nilly? 


Mr. Gordon: Willy-nilly for new employees. In other words, we will say 
that as of a certain date, let us take January 1st next year, we will say that 
any employee joining the railway must automatically become a contributor 
to the plan. The present voluntary arrangement is not fair because what 
happens is that at the time when a man has been in the service perhaps 
eight or ten years and gets to the point where he should be contributing he 
is married and has a family, and this generally coincides with the time when 
his own financial obligations are at the heaviest. In these circumstances the 
tendency is to say: “Well, I will do it next year’, and he never gets around to 
doing it. 

We think the voluntary approach is fundamentally wrong. 

Mr. FISHER: If you have a compulsory pensions scheme, what figure will 
you try to make him compulsorily contribute towards the plan? 


Mr. Gorpon: Under our provisions in the pension fund an employee con- 
tributes five per cent of his salary and on that basis he receives benefits which 
are outlined in the formula of the pension fund and the railway underwrites 
the balance of that cost whatever it may be. That is the revised pension fund. 

The former plan provided no benefits except on this basis the fund said that 
if a contributor agreed to pay five per cent of his salary (or up to ten per cent 
if he chose), the company would match the five per cent. When he came to 
retire it would amount to a good deal of money, accumulated at interest, and 
at this time that lump sum and interest would be invested in an annuity which . 
would be established under regular actuarial tables applying at that time. 
Shortly after I came into the railway, in fact the very first year I was there, 
that whole pension fund was revised to bring it up to date in line with 
modern thinking. In essence, we think one of the basic reasons for a pension 
is to look after a man’s survivors. We therefore revised it and made the Part 
2 which says that if a man comes under part 2 then he cannot withdraw; once 
he made his decision to come in it is compulsory. He pays 5 per cent of his 
salary and receives the benefits which are spelled out. It provides for 50 per 
cent to his widow in the case of death, subject to.some minor adjustments 
which could happen, and an allowance for children up to the age of eighteen. 

The cost to the company can fluctuate, depending on how our investments 
for the pension fund vary. The residual amount necessary to underwrite the 
benefits is an obligation on the company. We hope to persuade everybody to 
get into the revised fund and we hope to make it compulsory, if we can, for 
new employees. 

Mr. FISHER: Will you have to write this into the union agreements. 

Mr. Gorpon: No. The pension fund is no part of our wage agreement at 
all. In respect of these pension suggestions we always have a labour repre- 
sentative on the committee working on it and therefore we carry the labour 
forces’ opinions along with us before we announce anything concerning a 
revision. 

Mr. FISHER: What other pensions— 
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Mr. Gorpon: May I add something to what I have said. There will be a 
number of situations which will have to be considered. We will have to con- 
sider giving other types of employees an opportunity to come in. I do not 
want you to think it is only for new employees. The whole matter will have 
to be comprehensively covered. 


Mr. F1isHeR: You had a problem in respect of the welfare plan with the 
other insurance companies, the Blue Cross and the Sun Life in relation to 
prior pensions and in relation to double coverage. 


Mr. Gorpon: Our problem was this; in the Canadian National Railways 
there were a number of other provident and benefit funds of various types. The 
main ones were the Grand Trunk Railway Insurance and Provident Fund, the 
Canadian Railway Employees’ Relief Association, Railway Employees’ Welfare 
Association Limited in Newfoundland, and a number of minor ones which were 
sort of voluntary benefit associations. 

The problem was that all these companies had coverage issued, and when 
we negotiated with the unions and the non-operating trades a comprehensive 
coverage in the form of hospital, medical and surgical benefits, plus a life in- 
surance benefit and a weekly indemnity covering sickness, duplicate coverage 
turned up. We, therefore, had to go to these old, established benefit organiza- 
tions and talk to them on the basis of eliminating their coverage. It was 
improvident for the insurance companies because they are not interested in 
duplicate coverage. We worked it out. 

The Grand Trunk Railway Insurance and Provident Fund was on a financial 


basis where it was at the break even point and we have taken over its assets — 


and liabilities. We are looking after its outstanding life insurance policies 
which it had. In the case of the Canadian Railway Employees’ Relief Association, 
we have been able to eliminate the hospital, medical and surgical coverage, and 
the payroll deductions are no longer made for that. However, that association 
wants to continue its insurance benefits and we are making deductions from the 
payroll in connection with the insurance premiums. Because in that case it is 
life insurance coverage and it is not duplicate coverage. It is merely an 
extended and larger coverage. : 


Now there is one final point. I think the one in which you are mostly 
interested is the Railway Employees Welfare Association. That is a different 
breed of cat, again, because they cover more than the Canadian National Rail- 
ways. They have issued policies of different types covering death benefits, 
widows pensions, sick benefits and all sorts of things all across Canada including 
T.C.A., C.P.R., Ontario Northland and others. So it is not solely a C.N.R. com- 
pany, and we have never been involved in the management of it at all. It 
has always been an arms length proposition. We are now more or less in negotia- 
tion with them as to how best to work it out. We have successfully concluded 
in connection with the medical, surgical and hospitalization benefits, but there 
is no duplicate coverage in that and we are not deducting on that basis. We 
still have some outstanding liabilities for which we are at the moment deducting 
from the payroll at the request of our employees. 


Mr. FISHER: I understand from talking with railroaders in the last few days 
that that Newfoundland group is still proselytizing and still extending its 
efforts. 


Mr. Gorpon: It could be. There is no way we could stop it. Provided 


they have a license to do business, and while it may be inadvisable, there is 


no way for us to stop them. 
The CHAIRMAN: Are there any further comments on wages? 


Mr. CARTER: I believe Mr. Gordon was going to get some figures for Mr. 
Chevrier on the impact of these wage demands. 
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Mr. Gorpon: I was not clear on what Mr. Chevrier had in mind. We 
stated in our report here— 

The CHAIRMAN: It is pretty well set out in the report. 

Mr. Gordon: We stated that $113 million would be the cost of implementing 
these demands. We regard that as not being a practical proposition. If we 
are going to take the plain arithmetical results of it, I can tell you that a one 
per cent increase in freight rates would yield us about $2 million in revenue. 


So if we are to attempt to recover $113 million additional expense, even 


allowing for the fact that it would not all come from freight rates—then you 
are talking in terms of a 50 per cent increase in freight rates—that is quite 
impractical because it would be self-defeating, obviously, if you demanded 
anything of that sort. So it is not a practical proposition. That is my point. 
I therefore would not forecast what freight rate adjustment might be required 
until negotiations with labour have been finalized. 


The CHAIRMAN: You see that in paragraphs 33 and 34 under wages, that 
discussions were held with the representatives of 15 unions during November 
1957 and ended on December 2 with a union request for concilation services. 


Mr. SMITH (Calgary South): On discussions on freight rates, does the 
Canadian National Railways negotiate or initiate any of these themselves? I 


have heard it said that invariably they find themselves saying “Me too’ to 
- Canadian Pacific Railway Briefs. 


Mr. Gorpon: No. It is usually a joint application entered into by both 
railways. 


Mr. SmitH (Calgary Sbuemis You have your own counsel? 
Mr. Gorpon: Yes. As a matter of fact the approach is, that presentation 


- is made by the Railway Association of Canada which represents all 14 railways 


in Canada. The association represents them all and the presentation is usually 


- made by the C. P..R., supported and assisted by our company. 


The CHAIRMAN: Are there any further questions with reference to the 


negotiations carried on and now outstanding? 


Mr. FISHER: You gave us information this morning on the diesel matter. 


You are serving notice to the unions that the company ‘intended to exercise 


its discretion in the need for assignment of firemen to freight and yard diesels.” 
Are you all set up in an operating way to make a switch right now? 

Mr. Gorpon: We can make it very quickly if we are able to work it 
out, yes. 

Mr. SmitH (Simcoe North): If a man is a fireman on the C.N.R. and sees 
no future in being a fireman, does your contract with the union permit him, 
assuming he has the qualifications, to transfer and become a trainman or a 
brakeman? 

Mr. Gorpon: Again there would be the fact of the very complicated ques- 
tion of seniority. 

Mr. SmiItH (Simcoe North): Does he lose his seniority? 

Mr. Gorpon: Yes he does, if he goes into another group. His normal 


- promotion is from fireman to engineer. But if he transfers from fireman to, 
let us say, trainman,; he has to go to the bottom of the seniority list of the 


trainmen group. Mind you, it is the union’s stipulation, not ours. 
Mr. SmitH (Simcoe North): It is the union’s STO: 
Mr. GorRDON: Yes. 
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Mr. SmitH (Simcoe North): Are comparisons made as to the amount of 
work hours required to do an operation by the C.N.R. as compared with the 
American railroads doing the same operation—the number of men required 
to do a job? Have you any yardstick? 

Mr. Gorpon: Yes, we have charts that will demonstrate that. I do not 
know if we have them here. I have a chart which would have demonstrated 
that very clearly, but unfortunately I have not got it with me. 


The CHAIRMAN: It is six o’clock. I believe we have pretty well exhausted 
the wages item. 


Mr. FISHER: Just on the one point, what it says here is pretty final. “‘The 
meetings terminated after the union declined to discuss the diesel issue.” Is 
there anything more to be said? 


Mr. Gorpon: The point we are referring to here is miners negotiations 
between the railway management and the unions broke off. Under the law, 
there are two steps to take. There is a conciliator appointed who meets the 
parties and tries to see if they can reach an agreement. He may make a 
report that there was no possibility of an agreement. Then the government 
appoints a conciliation board, and both parties would appear before the con- 
ciliation board and present their case. That board is sitting now. It has ad- 
journed until August 11 but we are presenting our case before it and the 
unions are presenting their case. When the board brings down its ruling 
each side will have to decide what it is going to do. The ruling is not binding. 

The CHAIRMAN: There is not much we can discuss on that while it is 
being considered before the commission. 

Mr. FISHER: I quite agree with you. I have a number of briefs and repre- 
sentations with me. | 

The CHAIRMAN: I think we might consider the wage end is pretty well 
concluded. 

Mr. Gordon: Under this heading I could not make any further reference 
because the case is before the court. 

The CHAIRMAN: Gentlemen, there is not much further we can do, so if 
you are satisfied, we will adjourn. 

We will sit tonight from 8 till 10 o’clock and again tomorrow at 9. 30 a.m. 
3.30 p.m. and 8 p.m. 

Mr. FISHER: Have you any word when the T.C.A. flight is going to take 
place? 

The CHAIRMAN: As soon as we can conclude this, we will proceed with 
SG yA: 


EVENING SESSION — 


Monpbay, July 14, 1958 
8:00 P.M. 


The CHAIRMAN: Gentlemen, I see a quorum. 

We are dealing with the item under the heading taxes, rents and fixed 
charges. 

Taxes paid by the railway amounted to $16.6 million, an increase of $1.8 
million over 1956. 

Rents paid for equipment and facilities fell from nearly $10 million to $4.1 
million, due to a reduction in the use of foreign line cars. ’ 

Fixed charges rose from $31.8 million in 1956 to $37 million. The 
increase of $5.2 million was due entirely to higher interest expense, of which 
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$4 million is attributable to new borrowings of $197.1 million during 1957; the 
remainder is chiefly a reflection of the impact of interest for the full year on 
1956 borrowings. A small saving in interest was obtained through the refund- 
ing of $73.3 million of securities held by the public. 

Are there any comments you wish to make in regard to those items? They 
are fixed items and we cannot change them. © 

Under the heading other income: other income after deductions, as 
detailed on page 29, dropped 14.6 per-cent to $9.4 million. The decrease was 
partially attributable to lower profits from land sales and to the inability of the 
Northern Alberta hee to pay interest and dividends to the parent 
companies. 

Are there any comments you wish to make on that item? 

Mr. SmitH (Simcoe North): In the matter of land sales, Mr. Gordon, I 
realize that certain sales are made for the purpose of increasing the business 
of the railway. In cases where the increase in business of the railway is not 
a factor, is there any fixed policy in regard to selling land such as taking 
bids for tender? 

Mr. Gorpdon: No, it does not always work that way because the sale of 
land is a little different from what you might call the normal tender process. 
Very often we find that some group or some individual has worked out a plan 
of his own in regard to the use of land and he will come to us with a proposal. 


The proposal may be his own idea in respect of how he may best use the land. 


Our analysis in that regard is based on whether or not the land in question is 


likely to be needed for railway purposes. 


\ 


If our operations officers are satisfied that we are not likely to need it for 
railway purposes then we make the land available for sale and we check 
the proposal against what we might call the market value of previous sales 
of land in that particular area. 

‘The CHAIRMAN: You will observe the chart of the revenue dollar which 
gives a good idea of the situation. As the president told us before the 3.5 
cents of the dollar represents. all other revenue and the payrolls amount to 
56.8 per cent. 5.4 cents represents pensions and health and welfare together 
amounting to over 60 per cent. This chart gives a good picture of the situation. 

Mr. BRooME: Where do you find the figure of $9.4 million on page 29? 

The CHAIRMAN: On page 13 at the top under the heading, “‘other income” 

Mr. BRooME: It says the details appear on page 29. 

The CHAIRMAN: It says, “other income after deductions, as detailed on 
page 29—” 

Mr. Broome: I am looking now at page 29. 

Mr. Gorpon: It is the total of the other income which you will see on 
that table as $10,055,000 less the total deductions from income being $607,000 
shown below. It is the net figure of $9.4 million. 

Mr. BRooME: To arrive at the net income available for fixed charges you 
have deducted $607,000 from $10,055,000? 

Mr. Gorpon: To arrive at the net other income we deduct the $607,000 
from the $10,055,000 which gives the figure of $9.4 million. This is the net 


_ figure we are quoting on page 13. 


Mr. BRooME: Just below that item it says ‘‘net income available for fixed 
charges $7,399,139”. Should that be the figure “9” in there instead of ‘7’? 


Is that a misprint? 


Mr. Gorpon: No, this is not a misprint. We could not allow that! The 
figure of $9.4 million is the net of $607,000 deducted from $10,055,000. The 


} 
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figure representing net income available for fixed charges, $7,399,000, is the 
$9.4 million less the $2.048 million representing net railway operating income. 
which is a deficit figure. 

Mr. BrRooMeE: That is a deficit figure? 

Mr. Gorpon: That is right. | 

The CHAIRMAN: We can now deal with the paragraph headed, hotel 
operations, paragraph 40. 

Mr. SmitH (Calgary South): Mr. Chairman, I wonder if Mr. Gordon 
would give us some indication as to future anticipated expenditure for new 
accommodation, or new hotels, and for my own edification will he tell us if 
he is going to, in regard to the Chateau Laurier, before it gives in completely 
to the termites, spend some money bringing it up to date? It seems to me, sir, 
that of the C.N.R. hotels—we have many good C.N.R. hotels—this is the 
least attractive although it should be one of the better hotels. — 

Mr. Gorpdon: That is extraordinary, Mr. Chairman. Just the other day I 
had the pleasure of reading a letter presented by a world-wide organization 
which certified that the Chateau Laurier was one of the finest hotels in the 
world. 

Mr. SmituH (Calgary South): I am not speaking of service, Mr. acon 
I am speaking of the facilities and accommodation that are available and 
which, I think, are very outdated. 

Mr. Gordon: What type of We arouatign: do you fee in mind? 

Mr. SmitH (Calgary South): I am speaking of almost all the rooms with 
the exception of a few which you have modified. Is it not true that it is some 
time since a considerable amount of money has been spent on this hotel? 

Mr. Gorpon: That is certainly not a true statement. Certainly in regard 
to the old wing, which was in bad shape— 

Mr. SmitH (Calgary South): I have seen it. 

Mr. GorDON: We have just finished a major remodelling project of the old 
wing, about six months ago. Previously there were no bathrooms or normal 
facilities in 128 rooms but we have spent almost one-half a million dollars on 
that renovation. 

Mr. SmitH (Calgary South): My friends must occupy the cheaper rooms, 
Mr. Gordon, because that is all I have seen. 

Mr. GorDOoN: What do your friends pay for; the cheaper rooms or the 
better ones? 

Mr. SmitH (Calgary South): I thought the accommodation was sub- 
standard throughout the hotel. ; . : sh 

Mr. Gorpon: I am very sorry that you think that but I believe you could — 
find quite a difference of opinion in that regard. 

Mr. Broome: In regard to the Queen Elizabeth hotel I understand that 
most of the design and engineering work, also architectural work, was done in 
New York city, is that true? 

Mr. Gorpon: That statement is absolutely wrong. The chief arehitect of 
the Canadian National Railways is the architect responsible for the building 
of the Queen Elizabeth hotel. Z 

Mr. BrooMe: That is quite true. His name is on the top of the building | 
but that does not mean anything. 

- Mr. Gordon: Oh, yes, it does, I beg your pardon. If you asked the chief. 
architect if it meant anything he would tell you that it means hard work— 
enough probably to kill himself in the process. 

Mr. BRooME: Do you farm out the detailed engineering work? 
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Mr. Gorpon: Certainly not. What happened in regard to the Queen 
Elizabeth hotel was that the concept of the hotel was in the control of the 


- architectural department of the Canadian National Railways. In the early 


stages they called in, as consultants, the firm of Holabird & Root of the United 
States for the simple reason that we had not built a hotel of that size in 


- Canada for 20 or 30 years. We received their advice in that regard but the 


actual architectural details were entirely the responsibility of the chief 
architect of the Canadian National Railways. 
In regard to the engineering side of the question, this was completely 
Canadian talent. 
Mr. Broome: Are figures available as to the amount of money spent for 
architectural and engineering fees paid to United States firms? 
Mr. Gordon: Yes, we could get those figures for you. I do not know if 
I have them readily available. It is a small amount. 
' Mr. Broome: Could you tell us also why the management of the hotel was 


given to the Hilton people? 


Mr. Gorpon: I dealt with that in more detail two years ago when we first 
made that contract. I have no objection, however, to summarizing it for you 
now. I hope you will bear in mind this is a summary only. 

_ The history of that situation is that when we decided to go ahead with 
the construction of the hotel, which we did entirely on our own responsibility, 
we learned that the Hilton organization was reviewing the city of Montreal 


with the intention of locating there. These people came to see me after we had 


announced our decision. We had a discussion as to the market, so to speak, of 
hotel accommodation in the city of Montreal: At that time it became clear we 
could join forces in the sense that if we accepted Hilton management we would 
be sure to obtain contact with this large world-wide organization. 

You must keep in mind—I am not going to look at my previous statement 
now, because I could read it and give you what I said before—but I shall speak 
entirely off the cuff. 

You must keep in mind that the success or otherwise of the Queen Eliza- 
beth is based entirely on the fact that it is built for the purpose of handling 
large conventions. 

Let me put it this way, it is a mass production affair in terms of hotel 
accommodation. It is intended to bring large conventions of a size which we 
have never been able to handle in Canada, and to bring them in with the 
attraction of facilities particularly geared for large sized conventions. 

It became very obvious to us that with that project in mind, in order to 
attract these large conventions we would have to break into the market in the 
United States. We discovered that practically all conventions of large size are 
almost a monopoly of three hotel chains in the United States. 

If we were to attract that type of convention we would have had to 
establish solicitation offices throughout all the major cities in the United States 
which would have added considerably to our overhead. We realized that by 
forming an association with the Hilton organization we would be given an 
opportunity to become one of their chain, which is a world wide chain of high 
class hotels, and that it would be to their benefit as well as to ours. 

Furthermore, as we went into the details were were able to work out with 
them a most satisfactory operating agreement whereby they would manage 
the hotel for our account. 

It is a Canadian National hotel, owned entirely by the Canadian National, 
but managed and operated by the Hilton organization; and the consequence 
is that we have full access to all the business that will come into the Hilton 
chain through their world-wide organization. 
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The Hilton organization is the largest world chain of hotels anywhere, as 
you probably know; and we have the advantage of this contact in getting 
ourselves included as part of the chain for the large conventions as well as the 
interchange of information affecting travellers who may be coming from 
foreign countries to Canada, and who will be directed to our hotel by the 
Hilton organization. 

Mr. BRooME: It is on a management-fee basis? 

Mr. GorRDON: That is right. 

Mr. BRooME: And any losses are taken care of by the baila? 


Mr. Gorpon: No, absolutely no. Any losses from operating the hotel will 
be borne by Hilton. 

It is one of the best arrangements that I have ever seen. I have made many 
arrangements in my life time on behalf of the government and public ad- 
ministrations in various capacities but there is no arrangement which has given 
me more pride or gratified me more than this arrangement with Hilton. 

Mr. FRAZER: May I ask when you expect to be putting television into the 
Chateau Laurier? It is about the only hotel of its kind in the country which 
has not got television. 

Mr. Gorpon: It is a question of what the traffic will bear, and whether, 
if we decide to put television into the suites or the various rooms, we can 
increase the room rent per day. : 

Mr. FRAZER: Please do not do that. 

Mr. Gordon: I thought you would take that attitude. 

Mr. FRAZER: I have been there for nineteen years. 

Mr. Gorpon: I thought that would be your reaction, but remember, it is 
just the same with hotel operation as it is in any business organization. If the 
organization is going to spend capital for hotels, it should do it on the basis 
of getting a return for the money spent, and whether or not $1 or 50 cents 
per room will pay for television if it is installed is the question. 

Mr. FRAZER: Do you not think that you would get more business if you 
put television in? 

Mr. Gorpon: It is a matter of judgment, of opinion. I do not want to go 
into the technical aspects of it but it so happens that the Chateau Laurier 
hotel, particularly from the technical operation in regard to television, is a 
place where it is difficult to put television into the rooms because there is 
broadcasting going on in the hotel itself. 

Do not ask me why, but there are technical difficulties, and it would be 
most difficult to put television into the Chateau. 7 

I happen to have a television set in my suite. That is not because I am 
the president, but because that room happens to have the advantage of a 
chimney and they managed to run the wires down through the flue. But to 
put television into the ordinary rooms would create technical difficulties which 
would be very expensive to overcome. 


Mr. SMITH (Calgary South): I think our chairman has one in his room. 


The CHAIRMAN: No, I have not. But I wish they would build a chimney for 
me. I certainly pay enough to warrant one. 

Mr. SmitTH (Calgary South): May I ask the same question that I put to you 
on the Chateau Laurier with respect to the Jasper Park lodge? It is true that 
you have built a very beautiful lodge. | ae 

Mr. GORDON: Yes. 
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Mr. SmitTH (Calgary South): I was there last summer and again this year. 


‘The conditions around the lodge and the cabins attract a great deal of revenue 


to you. 

Is any consideration being given to improving those facilities, other than 
the lodge at Jasper? 

Mr. Gorpon: Our problem at Jasper is that it has a very short operating 
season which runs from about the middle of June through the first week of 
September. 

If we could devise ways and means of extending the period of the work 
force, we could put in a lot of improvements there. That matter is being 
examined now. 

One of the difficulties is the tradition which has been built up there to 
employ student help. But that student help has to return to university by the 
first week of September, and to get temporary help after that period creates 
great difficulty. 

Mr. SmitH (Calgary South): Speaking specifically of improvements 
required, aside from the accommodation of this lodge, the facilities are becom- 
ing rundown. | 

Mr. Gorpon: It becomes a question of whether we can put in the neces- 
sary expenditure and achieve a return on it. I am going to try to get out 
there again this fall to see what is possible. We could afford, I think, to put a 
good deal of capital into Jasper if we could extend the season. 

Right now Jasper Park is at a premium for accommodation. We have a 
waiting list and we have no difficulty in selling people on the hotel for the 
usual period; but if we could find a way to extend it, there are a lot of things 
we might do. 

Mr. SmitH (Calgary South): The second part of my question is this: are 
there any major capital expenditures anticipated on the hotel operations? 

Mr. Gorpon: That will be in our budget when we come to deal with 1teuk 
have specific items in it, but I do not recollect them offhand. 

Mr. CREAGHAN: I notice in your schedule that you show nine system hotels 
across the country, while in this report you mention seven year-round hotels. 
There are a couple that are not accounted for. I wonder if you would explain 
what they are? Secondly, if you have nine across the country, have you any 
plans for a tenth one which would give you a hotel in every province? 

At the present time you have nine hotels in nine different provinces. But 
you have none in New Brunswick. Would you consider a survey for a hotel 
for Moncton? 

The time has come I think that if you plan a hotel in eastern Canada, some 
consideration should be given to your regional office. 

Mr. Gorpon: You have picked up a point which is expressed rather loosely 
when you refer to seven year-round hotels. The Vancouver hotel, which is a 
joint operation, is not included. Perhaps we were too precise about it, but in 
part it is a Canadian National hotel. 

The other one is the Queen Elizabeth, which was not open in December 
of 1957 when this report was written. So we do have nine hotels if we include 
the Hotel Vancouver and the Queen Elizabeth. 

In so far as New Brunswick is concerned, we have had a look at the 
general situation in New Brunswick, particularly with reference to Moncton, 
and we have not reached the conclusion that the traffic available would be 
sufficient to justify the kind of hotel that the Canadian National Railways is 
prepared to build. 

Going back a few years, we disposed of, the smaller hotels that we then 
owned, such as the ones at Port Arthur, Pictou Minaki and Brandon. We got 
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rid of them because we came to the conclusion that you just cannot mix the 
two types of business. You have either to be in the big hotel business or the 
small hotel business. 

Mr. CREAGHAN: I was thinking of one about 360 rooms, which would be 
built in Moncton and which would make your system national. 

Mr. Gorpon: Yes, it would be something along the order of the one estab- ~ 
lished in Charlottetown, but that was done twenty-five years ago. We do 
not see anything that would justify our building any hotel that would not Be 
in our opinion of the standard that CNR hotels should be. 


Mr. CREAGHAN: How many small hotels do you have in your system today? 

Mr. Gorpon: The smallest one, I think, would be the Charlottetown. The 
Charlottetown was built in the days when small hotels were being built. I 
am sure if it was a question of building it today we would not build it. 

Mr. CREAGHAN: Are you making a profit at the Charlottetown? 

Mr. Gorpon: We are not making a profit from the Charlottetown. 


Mr. Broome: Would you table figures on profits and losses for all your 
hotels? 


Mr. Gorpon: Yes, I am always a little reluctant because it leads to © 
invidious comparisons, but I will table it. 


Mr. Broome: I do not need it now, I will get it in the record. 
(See Appendix A). 


The CHAIRMAN: Any other questions on hotels? 


Mr. Carter: May I ask if there are any plans to expand the Naweoundlend 
Hotel in the near future? 


Mr. Gorpon: No plans yet. We have that matter under consideration but 
there has been no development on it as yet. There is the question now as to 
what future there is going to be in the light of the fact that there may not be 
any more American occupation, if that is the proper term. If we can satisfy © 
ourselves that traffic will justify our going into it we will be able to recommend 
expansion of the Newfoundland Hotel. We are now going ahead with the 
Nova Scotian. The ceremonies finished today, turning the first sod or whatever 
it is a bulldozer does. Anyway they started work today on the Nova Scotian. 
There is a possibility in connection with the Newfoundland that there has 
been some change in the situation that causes us to have another look at it. 


Mr. CREAGHAN: Would a change in the provincial liquor laws in New 
Brunswick perhaps change your outlook on a new hotel? 


Mr. Gorpon: It could be. I would not rule it out. It has got to be regarded 
from the standpoint of a serious business proposition and while Moncton is 
the hub of the Maritimes from a railway point of view we have not been able 
to satisfy ourselves that the type of hotel traffic that would be required to 
maintain the type of hotel that we would want to build could be obtained in 
Moncton. What I mean by that is, I would be prepared to say that there is 
need and room for smaller hotels in Moncton. We do not want to build that 
small hotel. We have found from experience that the way we can operate 
most efficiently is by having large hotels. We are in the large hotel business. 
For instance, when I was in Prince George in British Columbia I told them 
the same thing and the result of our survey meant that they were able to 
attract some other operators who realized there was a need for a small hotel 
and they have gone ahead with the development. There would be room in 
Moncton for a private enterprise operator too, who could do the kind of things 
we cannot do. We have to maintain the kind of standard that Mr. Smith 
criticized. We cannot do the things a small hotel operator can. 
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The CHAIRMAN: Any other questions on hotel facilities? Now, growth 
and progress. 

We have other things to do besides the ater report and we have a lot 
in the annual report so let us expedite things and keep as close to what is 
revelant and material as we can. 

Mr. CARTER: Before we go on to the next page I ask permission to revert 
for just one question. I was late getting here and this item was called. I just 
want to ask if the tax negotiations with the town of Port aux Basques have 
been completed now. 

Mr. GORDON: Tax negotiations? 

Mr. CARTER: The tax negotiations going on in the town of Port aux 
Basques. I believe they have been going on for some time. 

: Mr. Gorpon: I do not recognize the item. Tax negotiations in regard to the 
channel? 

Mr. CARTER: No, with regard to the town and the town council. Was there 
some negotiation with the town council of the town of Port aux Basques? 

Mr. Gorpon: Sorry, it does not ring a bell at all. I will have to look it up 
and see what the situation is. I am sorry it escapes my memory at the moment. 

The CHAIRMAN: “Growth and progress’, paragraph 42. 

In spite of the decline in traffic in 1957, the Canadian National con- 
tinued to improve its equipment, modernize its facilities and stream- 
line its methods and techniques. 

And then the beginning of the next paragraph 43: 

Progress was reflected in the opening of several important new rail 

_ lines bringing mineral and other natural resources to market. \ 

Mr. BRooME: Mr. Chairman, in eerie to dieselization, Mr. Gordon, would 
you say. 

The A aes We are not to that yet, that is on the next page. 

Mr. BROooME: That is not growth and progress? 

Mr. Gorpon: It is under the heading of dieselization. There is a special 
heading. 

The CHAIRMAN: Let us stick to all the items as we come to them. We are 
now on growth and progress. 

Mr. Boursonnatis: Mr. Chairman, it states at paragraph 62 the amount of 


‘box cars that were built in 1957, over 6,000 box cars. Would it be possible to 


have the provision for next year’s boxcars? 

The CHAIRMAN: The question is what are your plans for boxcar provision 
for next year. 

Mr. GorDon: That will be in the capital budget when we come to it. We 
have our details of that in the budget. 

Mr. BourRBONNAIS: Thank you. 

The CHAIRMAN: Any other comment? 

Mr. FISHER: Just in passing how is the line from Hillsport to Manitouwadge 
getting on in terms of competition with the Canadian Pacific railway for traffic 
out of Manitouwadge? : 

Mr. Gorpon: It is a struggle. We are getting along as well as we expected 
but there is heavy competition for the traffic out of that area. 

Mr. FISHER: Is it a money maker? 

Mr. Gorpon: We think so. It is hard to analyze these things in detail but 
we are quite satisfied with the nature of our investment. 
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Mr. BROOME: In growth and progress would a question in regard to drop- 


ping of miles of uneconomic track that have been taken down be in ores in 
other words, taking off lines or relinquishing lines. 


Mr. GORDON: Yes, abandonments. 

Mr. BrooMeE: Abandonments of the road bed. 

Mr. GORDON: Yes. 

The CHAIRMAN: What is the point there, to find out how many have been 
taken off? : . 

Mr. BROOME: Just to see what progress has been made in peviing rid of 
these losing spurs. 


Mr. GorDoN: I have a statement here that goes back into the years on 
the track miles abandoned. The record of the last 30 years shows that we have 


abandoned a matter of 1,269 track miles and in the period 1955 to 1957 which | 


I presume you are especially interested in, the abandonment was 165 miles of 
which 155 miles were in Canada. 


Mr. BROOME: Should not that program be accelerated? 


Mr. Gordon: We would like to accelerate it in many cases, but when it 
comes to the abandonment of lines, as I said earlier today, that carries very fierce 
opposition, and we cannot abandon a line without an order from the Board 
of Transport Commissioners. We have a Hearing because anyone who has any 
reason, legitimate or otherwise, to object to that, has the privilege of appear- 


ing before the board and stating his objections. The abandonment of lines is 


one of the things we must do in many cases to cut down our deficit, but the 
resistance and the objections that are raised every time makes that practice 
very difficult indeed. 

The CHAIRMAN: In the next two items you will see where ee have built 
additional lines. They have added 73 miles of new track under item 47. 


Mr. FisHer: Is it in order to ask Mr. Gordon about this projected line 


development in northern Alberta, up into the Northwest Territories and the 
position of the Canadian National Railways. 


The CHAIRMAN: That is under 45. 


Mr. F1isHER: I would just like a very brief summary of the Canadian — 


National Railway’s position. 
Mr. GorpDon: Well, that breaks into two or three points. There are several 


branch lines in Manitoba which are under survey and as we say in paragraph © 


46, there is a line going in on the Sherridon subdivision to Chisel lake, 
Manitoba. We also have made an agreement with the International Nickel 
company for 31 miles of line in Sipiwesk. ; 

Mr. FisHerR: It was Alberta I was interested in. The reason I asked if 
the question was in order was because there was some discussion in the house 
with the Minister of Transport and I did not want to usurp his privilege. 

Mr. Hers: If I might answer that, as I said in the house, that matter is 
under very careful consideration by the government at the present time and we 
are not in a position to give any more information on it right now. 

Mr. FRASER: Do you intend to put on dayliners throughout Ontario this 
year? 

Mr. Gorpon: I answered that question earlier. 

Mr. FRASER: I am interested only in respect of Ontario. 

Mr. Gorpon: We have 26 units in service at various points. We have 
7 different points under examination. I do not want to forecast or refer to 
the things which we have under examination until we have made up our minds 
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as to whether or not we are going ahead with them. The minute we say that 


something is under examination we are pressured on all sides as to what 
should be done. A 

The general principle is that wherever a railiner can provide service and 
reduce cost we will consider its use. We have a system-wide examination 
under way to determine where use of these units is feasible. 

Mr. FRASER: I just thought that it may bring in a little extra revenue. 

Mr. Gorpon: It is not so much a matter of extra revenue, but rather a 


matter of cutting down the cost. 


Mr. MITCHELL: Are you at liberty to give me a progress report concerning 
the improvement of facilities at Sudbury? I think you will remember we 
mulled this over two years ago and again last year, and since that time I would 
say that the rumours have you in the field of buying a location outside of 
the city relative to what we were figuring out a couple of years ago. I believe 
you are in the progress of buying a location. I am only asking for a progress 
report if you wish to give one. 

Mr. GorpoN: We have had our passenger and freight facilities in Sudbury, 
as you know, under very careful examination. We have here an item to 
provide for the eventual construction of new passenger and freight facilities 
to service this area. In our 1958 capital budget there is an item covering 
the purchase of land at Sudbury Junction. A plan for expropriation of land 
has been filed but the necessary land transaction has yet to be accepted. 

However, we have in the capital budget provision for the money require- 
ment although we do not want to state specifically what our land requirements 
are because people have a nasty habit of raising the price when they find 
that someone is interested in purchasing the land. 

Mr. MITCHELL: I agree with you. Let us assume, for argument’s sake, 
regardless of where that location is that the land is acquired; I surmise that 
would remove the depot from where it is now to that new location. 

Mr. Gorpon: That is the intention. 

Mr. MITCHELL: Thank you. 

The CHAIRMAN: What about the roadways; the new rails that were put in? 

Mr. BROOME: Will those allow you to speed up schedules at all? It doesn’t 
look like we will get air transportation. 

. Mr. Gorpon: Subject to what I said earlier, speed costs money. 

Mr. BRooME: It does, does it? 

Mr. Gorpon: Yes. Faster speed among other things means you have to 
improve the roadbed substantially. 

Mr. BRooME: I meant that because of that you might be speeding up your 
schedules. 

Mr. Gorpon: We started from scratch in the western region, in a sense, 
because it was very much below par in respect of what we regard as being a 
good roadbed. The early history of the country, particularly with reference 
to the Canadian Northern Railways was that the lines were simply laid on top 
of the prairie and there were no drainage or ditching arrangements to the 
extent we consider adequate. We were very much in arrears in respect of 
putting the western region lines on a speed basis. 

I think I mentioned that we had a program which would take about six 
years and which would cost something under $50 million to bring us up to 
standard. We are making progress on that, and as we improve the line we 
study the question of improving schedules even having in mind that running 
trains fast costs money. You do not get the same fuel consumption. It is the 
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same as a motorcar; if you drive it at 90 miles an hour you do not get the same 
number of miles to a gallon of gasoline as you do at 40 miles an hour. The 
same applies to railways. We have to consider the question of speed in rela- 
tion to the results accomplished by it. If by cutting schedules we can be more 
competitive in relation ot other transportation we will do it. 

Mr. BRooME: In connection with these schedules are the two railway com- 
panies usually in agreement? 

Mr. GORDON: Yes. 

Mr. Broome: Are you holding back the C.P.R. or are they holding you 
back? 

Mr. Gorpon: I do not want you to think for a Ce that we have an 
agreement in the sense that we agree with each other that we will not run our 
trains so as to be competitive. The point is that we have an agreement to pass 
on to each other our spring and fall time-table changes to inform each other of — 
the plans we have. We do tell each other what plans we have in relation to 
particular runs, especially where we are competitive; but we do not reduce 
our services, nor they theirs, in order to accommodate each other. 

The CHAIRMAN: The next paragraph is 52. 

“The detailed engineering stage was reached in a program for the 
systematic application of centralized traffic control to more than 4,000 
miles of the railway’s transcontinental main line.” 


That is necessary if we are to get more speed. 

Mr. FisHER: It has been said in union circles, when C.T.C. is finally in, 
that there will really be no need for the fourth member of the train crew. In 
other words, one of the brakemen could go. 

Mr. Gorpon: That falls into what I said earlier today, that we ae exam- 
ined our train crew in relation to what is needed for the whole train. We have 
views on that. These views will become known in the course of our labour 
negotiations. The case in point which is uppermost now is the fishermen; but 
we are not acknowledging that the fireman is the only one who may be affected 
by reason of technological developments. ) 

While I do not want to say anything to start an alarm, it is perfectly true. 
with each one of these technological improvements that, it should produce 
either an increase in productivity or a labour change. ye can take place in 
a number of ways either by reduction of labour or an increase in productivity 
in relation to an increase in traffic. Automatic signals basically have the 
safety factor in mind, first of all, as well as the improved operation of a train 
generally. 

Certainly with C.T.C. we can run trains more efficiently and that is a part 
of the conditions that we must achieve to obtain the maximum results from 
our huge expenditure in dieselization. We are away below the standard of the 
CPR or the major United States coll Way in regard to signalling generally. We 
are below standard. 

Mr. FisHer: How long do you think it will take in this plan which you 
have prepared to completely introduce centralized traffic control? 

Mr. GorDon: Ten years. , 

Mr. DINGLE: Yes. We are working on a five-year plan now. 

Mr. GorDON: We have broken this down. The problem here is that so 
many of these things in the past have been on a sort of hit and miss basis’. 
There has not been any really intelligent plan in respect to how best to do it. 
We started some years ago—I will use the personal pronoun in this respect, 
—I started years ago to say, “I will not authorize any more money on signalling 
until I get a plan.” I wanted to know where we were headed. We have spent 
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two years in order to find what is the best type of signalling. We now have the 


plan and the question of how rapidly we will implement this plan will depend 


on two things: First, the amount of money that we feel we can put forward 
in our capital budget and, second, the availability of the very highly specialized 


technical equipment and staff that is needed to establish these signals. We are 


short of skilled staff to install and we are also short of equipment itself. But 
we intend to go ahead as rapidly as these factors will permit. 


The CHarRMAN: Are there any further questions on signals, yards and 
terminals? 


Mr. KENNEDY: Mr. Chairman, may I ask a question with respect to the 
Atlantic division. Do you know there has been a serious depletion of repair 
services at Truro which are now being concentrated in terminals at Halifax, 
Sydney and Moncton? How is that new system working out there? Have you 
saved enough money to warrant displacement of other senior men there? 


Mr. Gorpon: I would not let your comment about displacement of senior 


men pass without a question mark. Certainly the results of modernization of 


the railway in the form of signalling, dieselization and so on have been very 
noticeable in Truro, and it has only recently become noticeable. So it will 
take a little time for us to prove what we think is so. All we can say is that 
from all the analyses we have at present we are Satisfied that our decisions 
will bear fruit. I do not think there is any doubt about it. 


Mr. KENNEDY: It is probably a little different from some other tes 
being a sort of junction and terminus of the D.A.R. there. 


Mr. Gorpon: That has been taken fully into account. It would take quite 
an analysis to demonstrate just what we have in mind there. But the fact of 
the matter is that with diesels and with signalling we can accomplish the 
same thing by centralization in Moncton and rearrangement of yards, and 
do without the facilities that we have in Truro. 


Mr. KENNEDY: I have another question regarding the auxiliary equipment 


which has been there from time eternal, so to speak. It has now been placed 


on the end of the line at Halifax, which puts it on the extremities. Why is that? 


Mr. Gorpon: That again gets into the question of the analysis as to why 
we do certain things. The auxiliary was moved from Truro to Halifax. It is 
considered better to have protection at both ends of the area, and particularly 
to have the auxiliary at Halifax in order to protect the south shore. If a crane, 
for instance, was located in the centre of the area at Truro, then it would also 
be needed at either end. And with dieselization it takes only a relatively short 
time to reach a wreck scene, north or west of Truro from Halifax. The location 
of our equipment generally, particularly the equipment having to do with 
wrecks, is spotted on the basis, out of our experience, where we can reach 
the wreck scene most quickly. We have to get there fast and that is how we 
arrive at where we could best place the equipment and the auxiliary that you 
have in mind. 

Mr. KENNEDY: Of course the centralization down in the Maritimes is not 
very popular, especiallly since we have been preaching decentralization down 
there. That makes it quite difficult. 

Mr. Gorpon: I agree with you;—and bless me, I wish I could find some 
way where we could make these adjustments and please everybody; but I do 


not know how to do it. You have to recognize that change is inevitable. If we 


are going to keep the railway industry efficient, then that means we have to 
take advantage of every technological development and use it to the best ad- 
vantage. If we do not do that, not only will the railway industry suffer by 
reason of that fact that it ceases to be competitive and loses business but, more 
seriously, we will not provide the Maritime provinces with the kind of trans- 
portation service that will make industry there generally efficient. 
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You cannot have it both ways. You have to make up your mind one way 
or another. Service is service; and the only thing that can give the Maritimes 
the maximum benefit is to give them the most efficient service we can—all 
things considered. | 

The CHAIRMAN: We are now dealing with yards and terminals. Are there 
any questions now on 53, 54, 55, 56 and 57, studying of freight handling and 
the problems at Truro, and St. John’s, Newfoundland. 

Mr. CARTER: Mr. Chairman, what is the present stage of negotiation be- 
tween the C.N.R. and the provincial government with respect to the overpass 
at the terminal at Port aux Basques? 


Mr. GorDON: That is an old story by now. Two or three years ago, I re- 


member having said ‘That is fine, that is adjusted.” I have not the details here, 


but I know there is no argument left. We have come to an agreement. 
Mr. CARTER: An agreement has been reached? 
Mr. GORDON: Yes. 
Mr. CARTER: And it is up to the provincial government to start building? 


Mr. GorDoN: Under the terms of the agreement there is no dispute re- 
maining between the provincial government and the C.N.R. 


The CHAIRMAN: Are there any further questions on yards and terminals? 


Mr. RoBIcHAuD: Could Mr. Gordon tell us if the C.N.R. expects any aot 
improvement in the passenger station at Bathurst? 


Mr. Gorpon: I do not know. Perhaps under my capital budget there might 


be something for Bathurst. May I defer all these questions, Mr. Chairman, 
having to do with the extension of facilities such as new stations and take 
them up under our capital budget? 


The CHAIRMAN: I think that would expedite it, Mr. Robichaud. It is the 
general policy which we are dealing with now. 


Mr. CHOWN: Has any official decision been made with respect to the 
removal of the C.N.R. shops from south Winnipeg? 


Mr. GorpDon: What do you mean by south Winnipeg? 
Mr. CHown: Fort Rouge. s 


Mr. GORDON: We made a statement in Winnipeg the other day which 


evoked headlines congratulating the C.N.R. I do not know whether or not you 
read that. 


Mr. CHown: It has not caught up to me yet. 


Mr. Gorpon: There has been a great deal of misunderstanding and dis- 
tortion about our position in Winnipeg. We issued a statement there made by 
Mr. J. R. McMillan, vice president of the Western Region. If I may quote just 
part of it: 


The greater Winnipeg area will continue to be the centre of our 
Western Region operations, including main shops, Mr. McMillan de- 
clared. He also emphasized that the C.N.R.’s plans do not contemplate 
transferring to other points any shop or maintenance work now being 
done in the Winnipeg area. 


The C.N.R. vice president also stated that the diesel locomotive 
and car repair work was being consolidated at Transcona because of 
superior building structures; more up-to-date machinery and equip- 
ment; and the existence of important supporting facilities, including a 
central material handling midway. The facilities at Fort Rouge could not 
be made suitable except at excessive cost, he added. 
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The use of steam locomotives in the west is constantly diminishing 
and it is expected that complete dieselization will be effected by 1961, 
Mr. McMillan continued. Inasmuch as there is a good supply of service- 
able steam locomotives on the region, Mr. McMillan said that only light 
repairs would be required to these locomotives in the interim. At the 
same time, with the increasing number of diesels in use in the west, 
it is imperative that the Transcona shops be converted to handle 
increased diesel repairs by early 1959. This C.N.R. shop will then become 
the main plant for heavy diesel repair work on the western region. 


That means that our main stops and facilities will be at Transcona; and 
the Fort Rouge shops—what is left of them—will be devoted to passenger car 
servicing work in the Fort Rouge area. But it does not mean that work will be 
removed from the Winnipeg area. 


Mr. CHown: Does that account for the lay-offs that have been taking place 
in the Fort Rouge area? 


Mr. Gorpon: No, I would not say so. The Winnipeg area lay-offs have 
in part been due to the traffic decline, and the lesser need for locomotive repair 
work and things of that kind. But it is difficult to be precise about that because 
in the midst of this transitional work that we are doing we are bound to have 
periods in which our requirements will fluctuate. There is an adjustment 


period which will make for some little difficulty; but on the over-all I would 
- say that there would be more work available in Winnipeg than there has been 


in the past. 


Mr. CHown: Do you contemplate a reasonably cnn re-employment of 
these men you laid off? 


Mr. Gorpon: It depends on how fast we get ahead with implementing our 
capital budget. You will find when we come to our capital budget that we 
have large expenditures for the Symington yard as well as for Transcona itself. 
There will be capital expenditures of that kind which will employ labour but 
whether it will employ the type of labour laid-off is difficult to say. We 
cannot give out instructions to transfer men from locomotive jobs, for instance 
to other types of work or other trades where there is a union agreement with 
seniority provision. So you will encounter the situation where you have certain 
types of labour being laid off while we are taking on other types. 


Mr. FISHER: The city of Fort William has been anxious to get the C.N.R. 
line through the town re-routed and there have been some discussions in 
regard to this. What is the C.N.R.’s position? 


Mr. Gorpon: The ore handling facilities as you know come through from 
Steep Rock and our own facilities there are important. I have looked at that 
situation several times and from the railway point of view there are only two 
acceptable routes that have been under discussion with the city. The city of 
Fort William has submitted its comments on six alternative routes to the Board 
of Transport Commissioners. I thought the argument had been settled, but 
Mr. Dingle informs me it has not been completed. 


Mr. DINGLE: They only recommended two. 


Mr. Gorpon: The matter is still under discussion with the Board of Trans- 
port looking on as a referee in case we do not arrive at an agreement. We have 
had a considerable discussion with the city and I am disappointed to learn 
that we have not reached an agreement. 

Mr. GriLus: A rumour has been circulated that the Belleville area might be 
contemplating some return for the shops at Belleville which long has been a 
divisional point of the C.N.R. Is that true? 
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Mr. Gorpon: I would not want to comment. I do not know what the 
immediate situation is. We make our adjustments in staff arising out of quite 
a number of reasons. It is a normal happening in the railway that the numbers 
of its working force must rise and fall under the needs of many conditions. 
There are seasonal factors, traffic factors and the technological factors. 

Mr. GrRILus: In the past they repaired steam locomotives in those round- 
houses. 


Mr. Gorpon: Yes. If it is a roundhouse for steam locomotives, you hay i 


just as well tell your constituents they have to accept the fact it will eventually 
be closed. There will be no need for roundhouses when steam locomotives 


disappear. We are trying to make those adjustments as considerately as possi- — 


ble, but they have to be made. 
The CHAIRMAN: The next item is dieselization. 


Paragraph 58: 

Dieselization by geographic areas, the second phase of the C.N.R.’s 
long range program, made SaHetatony progress during the year. This 
phase was started in 1957 on completion of the company’s original 
five-year plan in which diesel power was applied selectively to specific 
runs and services. 


Paragraph 59: 


In the early stages of the program, the maximum utilization made 
possible by the selective application of diesels yielded very substantial 
benefits, despite the operation of repair and servicing facilities for both 
steam and diesel power. 


Then there is paragraph 60 and paragraph 61 which says: 


In 1957, diesel operations accounted for 72.9 per cent of freight gross 
ton miles, 81. 6 per cent of yard locomotive hours and 58 per cent of 
passenger car miles. By year end, Canadian National was ait to! 
1,433 diesel units on system lines. 


Mr. Broome: I notice on the summary of inventory of railway equipment 
there were 330 diesels placed in operation and 263 steam locomotives retired. 
I would have thought there would have been more steam locomotives retired 
than diesel electric put into operation. 


Mr. GorDON: Yes, that is the difficulty of reconciling the timing of these 3 


events. Of course, all steam locomotives will eventually be retired, but it 
depends very largely on the phase of the traffic cycle how rapidly these steam 
locomotives should and might be retired. We have quite a number of steam 
locomotives that now are what we call in “tallow”. They are sitting there by 
reason of the fact that our traffic has declined so quickly and so materially. 
If it had not been for the decline in traffic, we would have been using the 
steam locomotives to take up the peak load. Our program now is that we will 
complete full dieselization by the year 1960 or 1961. That is running at the rate 
of 300 diesels a year. 

The CHAIRMAN: Are some steam locomotives scrapped or are some sold 
to other countries? 

Mr. GorDON: We are at present at the most difficult stage of our\transi- 
tional period between diesel and steam locomotives. 

The CHAIRMAN: Eventually they are scrapped? 

Mr. GoRDON: Yes, there is no sale for them. We have canvassed the world, 
particularly in the last few months. We have been in touch with almost every 
country in the world and there is no sale for them. 

The CHAIRMAN: There is no chance for them? 
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Mr. Gorpon: No chance of giving them away. There is no use for steam 

locomotives. They are not being built and have not been built for years. 
- The CHAIRMAN: In other countries as well? 

Mr. GorDON: No. 

Mr. Broome: Are they 100 per cent depreciated? 

Mr. Gorpon: No. I will give that information later. 

Mr. SmitH (Simcoe North): Where do you buy your diesels? 

Mr. Gorpon: In Canada for the Canadian lines at General Motors Com- 
pany, Montreal Locomotive, Canadian Locomotive & Canadian General Electric. 
They are the Peach ances of diesels. We call for tenders from each one of 


these manufacturers. In connection with the United States lines we call for 
tenders from United States manufacturers. 


Mr. SMITH (Simcoe North): In regard to the Canadian diesels, are the 
component parts largely made in Canada? 


Mr. GorpDoN: It varies; I do not know what the percentage is offhand. My 
impression is that the General Motors content of the imported parts is prob- 
ably a little higher than Montreal Locomotive. What is your impression, 
Mr. Dingle? 

Mr. DINGLE: That is my impression. 


_ Mr. SmitH (Simcoe North): We have received criticism that the electrical 
components for General Motors are almost all made in the United States and 
that there is very little assembling of the electrical components. Is there any- 
thing in that story? 


Mr. GORDON: That could be; we do not know. We call for tenders for a 
delivered diesel and we do not think it is our job to try to specify where the 
component parts are obtained because if it is the intention to protect an in- 
dustry in Canada which might produce these components that is the business 
of government to decide on a tariff policy. 

-_ Mr. BROOME: On that same point, are you not allowed to use Canadian 
built diesel electric power units in the United States? Why would you buy 
these in the United States rather than buying in Canada? 

Mr. GorRDON: They are cheaper in the United States than here. If we were 
buying diesel locomotives in the United States for use on Canadian lines we 
would pay a duty of 224 per cent. When we buy diesels for use in the United 
States we buy them cheaper delivered in the United States. 

Mr. Broome: Is the Canadian diesel locomotive the American price pve 
22% per cent? 

Mr. GorDon: No, not necessarily. 

Mr. Broome: I am not talking about buying them in the States. I am talk- 
ing about the Canadian manufacturer. 

Mr. GorDon: We call for tenders for diesel locomotives in Canada. But if 
an American company wishes to tender to us, with the 224 per cent protection 
they cannot quote an American price plus this 22} per cent and be competitive 
with a Canadian manufactured product. 

Mr. Broome: Could the Canadian manufacturer quote a price that is 
competitive with the United States manufactured price in the United States? 

Mr. GORDON: Yes, the Canadian price is lower than what we could get 
quoted by an American manufacturer plus 22% per cent. 

Mr. Broome: I do not mean that. In other words, if you bought from a 
Canadian manufacturer and used it on your United States lines, you would 
have to pay the American duty? © 

Mr. GorDON: Yes, we are up against duty in that regard. 
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Mr. MitcHeLu: I would like to ask Mr. Gordon a question if I may, Mr. 
Chairman. Has the C.N.R. recently accepted tenders for 100 or more diesel 
units which are either in the course of delivery now, or will be delivered in — 
the near future? 

Mr. Gorpon: Yes, we placed orders just recently both to General Motors 
and to Montreal Locomotive for a total of 300— 

Mr. DINGLE: I believe it was 144. 

Mr. MITCHELL: I believe the figure was 144 as Mr. Dingle has just men- 
tioned. In regard to the tenders I am speaking of, from Montreal Locomotive 
and General Motors of London, were they comparable in price? 

Mr. Gorpon: They were tenders in response to our request and we placed 
the orders at the best prices obtainable. 

Mr. MITCHELL: These locomotives were not all purchased from the same 
firm? 

Mr. Gorpon: Oh, no. 

Mr. MitrcHeLut: Would there be any difference in the prices of the 86 
locomotives purchased from General Motors and the balance purchased from 
Montreal Locomotive? 

Mr. Gorpon: I have a breakdown. 

Mr. MrrcueLu: Would there be any difference in the price? 

Mr. Gorpon: Oh, yes, we placed the orders with the company that 
tendered lowest. | 

Mr. MitrcHEeLL: Why would the order be split? 

Mr. Gorpon: Diesel locomotives consist of different kinds of units. There 
are passenger units, switcher units, road diesels and so forth. Each one of them 
consists of a different horsepower, and so forth. We called for tenders from 
each of these companies that I mentioned in respect of the breakdown of the 
particular types of diesels which we required with the result that General 
Motors quoted the lowest price on certain of the units and Montreal Locomo- 
tive quoted a lower price for other units. The order was placed on the basis 
of the lowest price. 

Mr. MitcHeLtt: Canadian Locomotive’s prices, for instances, were not 
competitive? ee 

Mr. Gorpon: Canadian wee S pricer in this case were not compe- 
titive. 

Mr. LorsELLE: Mr. Chairman, I would like to ask Mr. Gordon a question, 
which I wrote him about in June of 1957, with regard to the steam locomotives 
that are still operating in Montreal in residential districts as well as other 
districts. The situation has become difficult on account of that fact. Could you 
tell me if in Montreal we can hope that these steam locomotives will disappear 
shortly? 

Mr. Gorpon: The Canadian National Railways ete to be completely 
dieselized in the latter part of 1960 or 1961. By that time we will have nothing 
but diesels operating in the system. You in the Montreal area will probably 
have the last of the steam locomotives on some parts of switching operations. 
The vice president of operations tells me that we will be fully dieselized in the 
Montreal area within the next two years. 

Mr. LOIsELLE: In that event we will still have steam roan. operating 
in Montreal for two years. Is there any chance of receiving diesels there earlier 
than that? 

Mr. Gorpon: I hope you will not he too anxious. A period of two years 
passes very quickly. 
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Mr. SmitH (Calgary South): Could you give us some information in 
regard to your fuel contract? Is your fuel contract let with a particular 
company? 

Mr. Gorpvon: No, again in this regard we call for tenders. 

Mr. SmitH (Calgary South): You call for tenders? 

‘Mr. Gorpon: We call for tenders in that regard but the actual placement 
of the orders will vary considerably from year to year. 

Mr. FIsHER: I want to ask a general question. It has been the general 
thesis put to me by union men that in regard to the dieselization program which 
has resulted in great savings to the railway and great increase in productivity, 
in terms of labour, that this particular point has never been recognized by the 
railways in labour negotiations. Would you care to comment on that statement? 

Mr. Gorpon: Yes, I would be very glad to comment in this regard. 

We have in the course of our presentations before various conciliation 
boards deal with that point again and again. I have no hesitation in saying 
that in regard to the improvement in our efficiency brought about by dieseliza- 
tion, labour has now received its share of that improvement. 

Mr. FISHER: You feel that labour has received more than its share in that 
regard? 

Mr. Gorpon: I feel that labour has received more than its share. In other 
words, the capital investment has not produced for us the result that we, 
as Management, feel we are entitled to. 

Mr. FIsHER: That is why you feel there will be more reduction? 


Mr. GorDON: This question of productivity is another one of those easy 
economic terms that is commented on loosely and which is very seldom 
understood. 

Productivity in regard to a single industry is a very dangerous term. If 
you talk about productivity of labour in relation.to the national economy you 
might get some proper analysis of it. When you are speaking about the 
productivity of labour in regard to a single industry like the railway industry 
and try to apply the capital investment that has gone into machines you get 
into a sort of qualification which not only has to do with the capital value 
of the machine that is produced for the railway business, but a consideration 
of the value of the machine that produced the machine, and the productivity 
of the business that produced the machine that was sold to the railway. You 
get into a “ring around the rosey”’ sort of argument on productivity. It is not 
a term which you can deal with loosely. 

I do feel there is a great need for a thorough economic analysis of what 
is true productivity in terms of labour. If we could get that analysis, plus the 
other indexes we have, then we might be able to talk to labour on a much 
more sensible basis than we are able to do now. 


Mr. FISHER: When you say it would be ideal to have a study like that you 
are thinking in terms of a general Canadian study? 

Mr. GORDON: Yes, I am thinking of a statistical study of our local situation 
through a department like the Dominion Bureau of Statistics. 

If you look at some of the figures I have here you could very easily be 
misled. In regard to many of the qualifications of productivity you can average 
the revenue per ton mile, which is our yardstick. 

. Mr. Armstrong tells me that in 1957, using 1935/1939 as a basis of 100 per 
cent we received 163.7 per cent revenue per ton-mile. If you compare that with 
the hourly earnings per employee in the system, which one could call a “shal- 
low argument,” you will find that indicates an hourly earnings per man of 
277 per cent. I hasten to add at once that I am not alleging, although I could, 
from a debating point of view, that we are paying our employees 277 per cent 
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of the 1935/1939 level as compared with the productivity figure of 163 per. 
cent. I could make that argument and it would be very difficult to refute, but 
in fairness I say there is more to it than that. We need an analysis of what 
productvity really means before we would be justified in using it as an argu- 
ment on labour. 

All I can say on a general basis is aha I do not think productivity has 
kept pace with the increased cost of our labour. 


Mr. LOISELLE: Mr. Gordon, you have just been dealine with the labour 
Situation. In my riding the Ohne es National Railways operate the Point St. 
Charles’ shops. There have been lay-offs or rumours of lay-offs, which have 
been brought to my attention over the week-end, in regard to the Point St. 
Charles’ shops. It is also rumoured that there will be more lay-offs at the 
Point St. Charles’ shops this fall. Is there any truth to these rumours, and if 
there is, are the lay-offs the result of steam locomotives being taken off — 
service? 


Mr. GorDON: No, not in regard to Point St. Charles. We have not repaired 
any steam locomotives there for some time. If there are lay-offs, and I am not 
predicting there will be, they will be due to a reduction of traffic. Whether or 
not our volume of traffic is such that we have to reduce the number of repairs 
at our Point St. Charles’ shops is something we cannot foresee. However, if 
there is enough traffic we will be able to keep these men employed there. 


Mr. LOISELLE: Do you think there is any truth to the rumour that we are — 
going to have more lay-offs at Point St. Charles? 

Mr. GorDON: I have not heard that rumour. I cannot say yes or no. This 
will depend on the traffic. If the traffic increases the answer will be “no” but if 
the traffic does not increase the answer will probably be “yes”. Let us pray for 
more traffic. 

Mr. LOISELLE: That is what I am praying for. 


The CHairMaAN: Are there any further questions in regard to dieselization? 

We will deal now with the next item, rolling stock. I believe you have 

pretty well covered this sublet in your discussion of dieselization. Paragraph 
‘64 says: 

During 1957, eighty-nine units of passenger train equipment were 

placed in service, consisting of fourteen self-propelled diesel railiners, 

five dinette cars, twenty baggage cars and fifty express refrigerator cars. 


Mr. Broome: Are they thinking of manufacturing in Canada? 


Mr. Gordon: They are manufacturing in Canada in respect to Canadian 
lines. 


Mr. BRooMeE: They are all manufactured here—your rolling stock? 


Mr. GORDON: The Budd cars up until last year were coming in from the 
United States, but a year ago there was an arrangement made by Canadian Car 
whereby they now have the patent. 


Mr. BROOME: You now buy them from Canadian Car? 


Mr. GORDON: Yes, and the net result is that we pay 124 per cent more to 
have the satisfaction of having them made by Canadian Car. 

Mr. BROOME: You get that 123 per cent back many many different ways, 
and it is good business. er Ny | 

Mr. Gorpon: I hope so. I am Scotch enough to resent paying the extra 
price. 


Mr. CARTER: Has the Canadian National Railways purchased any equipment 
from the New York Central? 
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Mr. GorDON: Yes, we purchased some used cars that were offered to us at a 
very advantageous price. There were 32 sleepers which became available from 
the New York Central by reason of the fact that they have largely abandoned 
their passenger services; they have made a widespread abandonment. 

We were able to purchase some for $10,000 which was such an advantageous 
price that we thought we ought to take our share of them as they became 
available. 


The CHAIRMAN: Now, ‘‘Service improvements’. We have discussed this 
before. 


Mr. FISHER: I have one question on dinette cars. I do not ask it flippantly. 
Are the employees in connection with dinette cars—do you feel that their pay 
is high enough that they can live on it by itself, or do they need the tips or 
gratuities which are given to them to put them on an economic basis? 


Mr. Gorpon: When we put in the dinette cars the question of tips was 
carefully examined by our dining car department. We came to the conclusion 
that it did not work out too badly. Tips tend to be lower per unit of volume 
going through, but since there is a larger volume the total more or less 
- equalizes. , 

I do not think you will get any dinette attendant to agree. But if you 
give him $1 instead of 10 cents, you can pay your share in helping to equalize it. 


Mr. FISHER: Do they need the tips, so to speak, to live? 


Mr. Gordon: No, I would say that generally speaking they get a good 
living wage, and that the tip is simply the cream on the top. 


Mr. CREAGHAN: Are you speaking of the dinette only? 
Mr. Gorpon: No. I think it applies to all forms of railway employment. 
Mr. CREAGHAN: What about the porters themselves? 


Mr. GORDON: You must remember that all these men are employed under 
wage agreements with the unions, and that the unions never admit that such a 
thing as tipping takes place. They are dealing with basic wages and they will 
always insist on that when negotiating for a living wage. 

That is why all the wages negotiated under our contracts represent good 
wages for the services performed, and the tip is something extra. 


Mr. CREAGHAN: Has management ever considered advertising that fact and 
suggesting that there be no tipping on the system? 


Mr. Gordon: No. The New York Central and a couple of other American 
railways tried it with rather disastrous results. 


Mr. CREAGHAN: I have heard of people who preferred to go by air because 
of the tipping feature on the trains. 


Mr. GORDON: Tipping is one of the unfortunate things in railway operation, 
and not only in railway operation but in other things. But it is traditional. I 
certainly have not found any way to abolish it. 


The CHAIRMAN: We are getting a little far afield of rolling stock. We had 
better stick to what is relevant here. 

“Service improvements’; we have discussed the speed of trains in different 
places, and you will see in paragraph 65, 66, 67 and 68 specific places in opera- 
tion about which some of you may be interested. 


Mr. CARTER: I would like to say that we appreciate the improvement made 
in the service between Sydney and Montreal which gets us from Sydney to 
Montreal much quicker than was formerly the case. There is a railiner between 
Truro and Sydney which helps us to make the connection quicker in getting 
back. 
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I would like to ask Mr. Gordon if he would care to comment on what 
recommendations were made with respect to the Newfoundland service by the 
special service committee? 


Mr. Gorpon: As you know, we had a spectat committee of officers travelling 
around Newfoundland and inviting comments about our service from local 
interests. They came up with a very comprehensive report. oe 

Some of the recommendations made were such that/we were able to apply 
them ourselves, while other recommendations were such that we were not able to 
do so, but we passed them on to the interested department of government, 
pointing out that these suggestions had been made. To some extent action has 
been taken there. 

Let me run down the list quickly. There were 26 recommendations for © 
improving the standards of the Canadian National Railways service in the fall 
of 1956-57. 

These consisted mainly of procedural improvements and other things: such 
as teletype devices to give information on cars for Newfoundland as they passed 
Moncton; the issuing of daily instructions for the allotment of cars, depart- 
mental duties and so forth, and a whole lot of other things which had to do 
with speeding up the movement of traffic, particularly that of freight. 

I shall not go into them in detail, but there are 26 specific reeommendations 
the majority of which have been put into effect, and have resulted in consider- 
able improvement to the service. 

With respect to freight cars required, that is, the actual rolling stock itself, 
we have recommendations which cover not only new rolling stock, but improve-. 
ments to yards, extension of sidings, all with the aim of putting the Newfound- 
land service on a comparable basis with service on the mainland. 

455 units were recommended which would cost about $5 million. We have 
purchased 362 of them. We have ordered all of them, but 362 have been re-- 
ceived to date and are now in service. 

Major yard improvements in Newfoundland have gone ‘forward to a total 
of $3 million. This appears in the 1958 budget. At St. John’s we will spend 
a total of $1.6 million, at Corner Brook, $1,460,000. In addition we have siding 
extensions at various locations to speed up our operation. 

We have a whole series of other recommendations which have to do with 
the operation of the William Carson when it goes into service; and we have 
placed the wharf at North Sydney, under the jurisdiction of the Newfoundland 
district. I do not mind telling you that we had quite a family quarrel about 
that. But the net result is that we have put the wharf operation at North 
Sydney under the jurisdiction of the Newfoundland district, and we have placed 
a superintendent in charge of the wharves for both North Sydney and Port aux 
Basques in expectation of improving the service when the William Carson 

begins to operate. 

. Now, I have a whole list of things here which have been along the same 
line. The frequency of service has been improved, as I think you know, and 
then there was some improvement in Placentia bay where we were able to 
improve the service. We have doubled the service in Placentia bay to run 
twice weekly. Acting generally on the recommendations of the committee 
four new coastal ships will be built to replace three of the others now in use, 
leaving a general service unit as a stand-by. That recommendation has been 
placed before the Department of Transport and I understand has been accepted 
and the orders are being placed for construction of these ships. 


Mr. BROOME: The Conservatives are very popular in Newfoundland. 


Mr. Gorpdon: There are a number of other things I have not mentioned or 
gone into, such as the fact that there were twenty-two ports where we have 
arranged with the Department of Transport to install caretakers who will be 
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available on the arrival of ships, and eight of the twenty-two are now in 
force and the others being examined. There were other things in regard to 
the development of the delivery sheds and so forth and they have been put 
into force or are in process of being put into force. 

One problem that we have been looking at and in which we are making 
very great efforts is the problem of excessive damage under the present 
method of handling. We are making a very intensive survey and taking action 


in connection with that, but it is going to take a little patience to get our staff 
in Newfoundland trained in the handling of goods, plus the fact that we are 


up against a difficulty in respect of the use of packaging. Under the present 
regulations Newfoundland is considered as part of Canada, and this I assume 
you agree with, and the shippers are entitled to use domestic packaging. Well, 


it is obvious that domestic packaging just will not stand up to transshipment 


from railway to ship and then off the ship and on board the railway, and we 


- are getting into a lot of difficulty in that respect. 


We are now making a canvass with the shippers to improve packaging 
and if we cannot get results we will try~to have special conditions set up 
by the Board of Transport Commissioners in terms of packaging. 

That is a general outline of the sort of thing we have done. 

We have been in touch with the Department of Transport in respect of 
wharves, and one of the things which we say but which I do not suppose we 
will be allowed to do is that we should discontinue servicing a fair number 
of outports in the Newfoundland service, but that is an editorial comment 
rather than any real hope. 


Mr. CarTER: Can you give any idea of the dates the new boats for the 
Bonaventure bay service may be put into action? 


Mr. GorRDON: It is a Department of Transport matter and I would prefer 
not to give evidence on that. Have you anything to say, Mr. Minister? 


Mr. HEEs: No, I cannot tell you offhand. 
Mr. CarTER: The tender has been accepted, is that it? 
Mr. Gorpon: No, we have been asked for assistance in the matter of 


equipment and these Shipe have to be of a special type as you know and have 


to be able to handle ice and to accommodate themselves to the sepcial condi- 
tions surrounding Newfoundland. 


Mr. Hees: If you will drop me a note about that I will get you the 
information. 


Mr. CARTER: Have you any idea of when the Carson is likely to have 
trial runs? 


Mr. GorRDON: We are now at the point of working out with the Depart- 
ment of Transport the final details in respect of harbour arrangements and 
various navigational requirements to make the service possible. The Canadian 
National Railways is ready to go ahead with the service as soon as these 
navigational matters have been settled and my last advice is that by the middle 
of August—is that what you say Mr. Dingle? 

Mr. DINGLE: I think we will have that information in a matter of days 
and it is a question of when we start the trial runs. 

Mr. Gorpon: Before we put in the scheduled service these ships have to 
make several test runs in order to determine and decide the safe channels and 
other things that enter into the picture such as the navigational aids required, 
because all of these have to be done before we are ready for a scheduled 
service. 


Mr. CARTER: And your trial runs will be previous to that? — 
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Mr. Gorpon: Yes. The reason I qualify it is that if the trial runs show any 
problems my other date is not correct because trial runs are to establish dif- 
ficulties and if difficulties are encountered we might have to take a new look | 
at it. 


Mr. Carter: Are you looking forward to the fact that Newfoundland’s 
population is increasing now over 400,000—are you looking forward to the 
time when we will get a standard paige? 

Mr. GorpDon: No, I am not. That question has been raised many times 
and it boils down to the fact of the very large costs involved. I would say, 
that to put in standard gauge in Newfoundland would cost a minimum of 
$150 million, perhaps more. 

Secondly, it would mean the relocation of the rail lines which we feel 
at present are in the wrong place, so it becomes a matter of policy and is not 
in the hands of the railway to decide. © 

Mr. CARTER: Your survey did not show any need for relocation of your 
line? 

Mr. Gorpon: No, it did not touch that Bint 


Mr. KENNEDY: I think in regard to railiner service herican Sydney and 
Halifax, the passenger service .... 


Mr. GORDON: I beg your pardon? 

Mr. KENNEDY: The railiner service between Sydney and Halifax has 
provided good service for passengers generally but it seems to be a question 
of overcrowding there. What can you do with these things to give us accom-_ 
modation? 

Mr. Gordon: I am glad to hear that some of our equipment is crowded! I 
will only comment on that, that if the crowding reaches a point where it is 
objectionable we will have to increase the equipment. We can add another 
unit to the railiner. 

Mr. KENNEDY: You could put another live unit on it? 

Mr. Gorpon: Yes. We will watch that and if we find that the service 
requires, we would supply it. 

Mr. PASCOE: Speaking of the line from Saskatoon, Regina and Prince 
Albert, the railiner, has it been going long enough to indicate the type of 
result? 

Mr. GorDON: Yes. The railiners have been quite successful. 

Mr. PAScoE: What size of a crew do they need? 

Mr. GorpDon: I will let Mr. Dingle reply to the operational point, if he will. 

Mr. DINGLE: Where one car is operated we use two men and in the cases 
of tandem service, three men. 

Mr. KENNEDY: Just another point on that Sydney railiner. I understand 
it has been looked into and the rail authorities, I believe, report that there 
is not any crowding. Would you perhaps look into it again because it is 
reported from many pa that it is overcrowded and in fact that passengers 
are standing. 

Mr. Gorpon: Staff standing up? 

Mr. KENNEDY: Passengers. It is a long trip to have to stand up. 

Mr. GORDON: We will have a look at that. 

The CHAIRMAN: Are there any more questions on service? If not, ‘“Montreal 
terminal, master plan of the development of Montreal’’. 

Mr. BRooME: I would like to ask the same question here I asked in regard 


to the Queen Elizabeth and that is in regard to the use of ee States 
architects and engineers. 


~ 
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Mr. GORDON: Well, again that is not so. The history of the development 


of the Montreal terminal site goes back over 30 years. 


Mr. BRooMeE: Actually I am told by members of the Engineering Institute 


of Canada and people who should know what they are talking about that all 


of this C.N.R. development around Montreal has pretty well bypassed Montreal 


- engineering firms. 


as 


Mr. GorDON: I wish your correspondents would give me the statements 
on which they base the allegations and I will be very glad to look into them. 


Mr. BRooME: Some of it is right there under the bottom where it went 


in tender, and a list of the architectural and engineering firms in there. 


Mr. GORDON: Well, this is not a statement of fact, it is a newspaper 
report. yp 
Mr. Broome: If you lift that and look underneath you will find five or 
six New York engineering firms listed there who are the engineering firms 
concerned. You will notice where I have underlined all of New York. 
Mr. GorDON: Yes. Well, the situation of course, with these firms is...... 


Mr. Broome: I think you will find the same thing applies to the Queen 


_ Elizabeth. 


Mr. Gordon: Webb and Knapp established a Canadian company. 
Mr. BrooMeE: I am quite familiar with that. My only question is on policy. 
I would think the Canadian National Railways would try and place as much 
of their work as possible in Canada. 
Mr. Gorpon: That has been our policy and that has been our intention. 


“Webb and Knapp have meticulously carried out that policy. On their board 


of directors eleven out of sixteen are Canadian. They have floated their stock 


‘in the Canadian market in circumstances and conditions prejudicial to their 


own interests and Canadians have not seen fit to take it but they are willing 
and ready to float more of it. 


_ Mr. Broome: I am not talking about the financial end. They can get their 
money wherever they want to. 


Mr. GORDON: But where they get their money has some relation to where 


they get the techniques. 


Mr. Broome: Then is it your statement that the necessary engineering 
techniques are not available in Canada? 


Mr. Gorpon: No, that is not so. We have no control over how Webb and 


Knapp (Canada), which is an independent organization, proceed to build on 


any site which they have leased from us. That is their own business. I am 


telling you that our association with them has been so close that they have as- 


sured me all through the piece that in the development there is to be maximum 
Canadian content. The concept of the cruciform came from Webb & Knapp 
of New York. Their main enterprise was the concept of that building. But 
the implementation, the erection of the building, the foundation work, and all 
the general contracting, and the actual engineering, in my understanding is all- 
Canadian. 

There is a heavy accent on Canadian utilization. I think, in fairness to 
Webb and Knapp, I should add that the president, Mr. Zeckendorf has gone to 
great extremes to accentuate the desire to use Canadian materials, Canadian 
talent and money to the maximum possible. 

Mr. Broome: I am not unfamiliar with the engineering field, and I know 
when an engineer is down in the United States and drawing up specifications, 
the specifications are bound to be written around American products and the 


Canadian manufacturer is at a disadvantage. 
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Mr. GorDON: What things do you have in mind? Take, for instance, the 
steel. It will be all-Canadian? 

Mr. BRooME: I am speaking about machinery such as pumps. I know ofa 
plant which was built in our area in Vancouver where underground valves were 
used, and because the specifications were American they specified American 
manufacture and they paid 60 per cent more for them. I have just taken this 
as an example to show that when specifications are written in a certain 
country they are written around products which are gusearuae two in that 
country. 

Mr. GORDON: Certainly my association with the Webb and Knapp organ- 
ization does not leave me with any doubt as to the use of Canadian materials 
to the maximum. However, I will make a note of your comments and will 
make inquiries. 

The CHAIRMAN: Paragraphs 72 and 73 are pretty much in the same cate- 
gory. You discussed them under other items. 

Mr. CHown: Mr. Gordon, why was the concession to operate the Queen 
Elizabeth hotel rented out to Conrad Hilton? 

The CHAIRMAN: That has been dealt with. z 

Mr. CHown: I will not ask to have it answered again. I can read it in the 
minutes. 7 

Mr. Gordon: I would suggest that you look at my evidence which was 
given in 1955. I went through it very exhaustively at that time. After you 
have read it if there is anything more you would like to know I would be 
happy to speak to you personally about it. 

The CHAIRMAN: I might add, Mr. Chown, that the president said today 
that in view of all the factors he has taken into consideration he is prouder of 
those negotiations than he is of any other negotiations which he made on behalf 
of the institution of which he is president. 

Mr. FISHER: What about the Toronto field from a hotel point of view. Have 
you ever considered invading it? 

Mr. GorRDON: We looked at it and decided against it. 

The CHAIRMAN: Are there any other questions with reference to hotels. I 
do not want to rush you, but I see we are only about half way through this 
report. We have another one on the Canadian National (West Indies) Steam- 
ships, Limited, the Security Trust and the Auditor’s report, all for tomorrow. 

Mr. FISHER: In connection with the steamships, where may I ask a question 
about the one which the C.N.R. operates on the west coast? 

Mr. GorDON: That is the Prince George. That is a railway operation. 

Mr. FISHER: Where may I ask questions on that? 

Mr. Gorpon: Anywhere you like. I do not think we have a specific item 
on that in the report. 

Mr. FISHER: Have you given any consideration to extending the season for 
these ships and, if not, what are the difficulties? 

Mr. GORDON: We have looked at it from the point of view of using the ship 
in southern service during the winter, but we have found that the cost of 
equipping it with refrigeration and so on was such that we would not make a 
dollar. 

Mr. FISHER: What about the employees in the off-season? Are there any 
special arrangements for them? 


Mr. GorDON: We only have the one ship and they are entirely tied into — 


that. 
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The CHAIRMAN: Communications. 


The demand for commercial communications service continued to 
grow during 1957 and Canadian National Communications facilities were 
again expanded. Telegraph channel mileage increased by 21 per cent to 
610,724 and telephone channel mileage rose by 38 per cent to 142,303. 


Mr. Carter: Do you have a “Telex” service between St. John’s and main- 
land points? 
Mr. GORDON: Oh yes. 


The CHAIRMAN: Work methods. You have heard Mr. Gordon read this. I 
take it it is unnecessary to read it again. 


Industrial development. 


Mr. FISHER: In connection with work methods, most of what is outlined 
here would seem to affect office and clerical workers. 


Mr. GORDON: Yes. 
Mr. FISHER: What percentage of them are not covered by union agreements 


‘and therefore would have no seniority protection? 


Mr. GORDON: Very, very few. I would say less than 10 per cent. 
Mr. FISHER: Have you had much in the way of loss of staff? 


Mr. Gorpvon: No. All that we have been able to accomplish in agreement 
with the unions has been largely on the policy of attrition. We are putting this 


system in on the basis of agreement with the unions that our turn-over of 


staff is such that, as the older men reach retirement and so forth, we have 


~ not had to lay many off. We have a high turn-over in this particular element 


because we employ a lot of young girls and young staff. It is a natural attri- 
tion. If we stop taking them on we do not have to face the problem of laying 


them off. 


Mr. FISHER: Automation is no particular problem in this instance? 

Mr. Gorpon: I will not say that, but we are able to work out agreements 
on it. | 

The CHAIRMAN: Are there any questions on research and experimentation? 
Are there any questions on industrial development? 

Mr. CREAGHAN: I was wondering if the minister has made any survey, or 
has any report, on what effect the seaway might have on freight traffic to the 


maritime ports? 


Mr. Gorpon: Well we have made various surveys in that. Our general con- 
clusion is that a relatively small portion of our traffic will be affected although 
it is bound to be affected to some extent in the first instance. But we believe 
that the fertilizing effect so to speak of the seaway development and particularly 
the power development—the availability of cheap power in the central region 
of Canada—will rapidly produce industrial development that will generate 
new railway traffic. There will be however a transitional period when what 
I have said in the over-all may not be true. It is difficult to be precise. No one 
will go out on a limb and make a firm forecast as to the extent to which ships 
will operate on the seaway. That remains to be seen. In my opinion there 
may be some unpleasant surprises to be experienced in regard to the actual 
operation of ships on the seaway and their ability to meet the economic costs 


and things of that kind. 


Mr. CREAGHAN: Did you predict that your freight rate will be competitive 


: with the sea traffic? 
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Mr. Gorpon: They will have to be or we will not get the business. We have 
always had, as you know, water compelled rates in season. That is a big 
factor in regard to the railways. You should keep in mind also that at best the 
seaway is a seasonal operation. 

The CHAIRMAN: Are there any other questions relating to the seaway proj- 
ect? May we now turn to cooperation under the Canadian National-Canadian 
Pacific Act, 1933. “Studies were conducted by both railways during the year 
to determine the feasibility and value of further pooling arrangements but 
no new pool services were instituted”’. 

That pooling service was discussed at considerable length before and ex- 
plained by Mr. Gordon. Are there any further questions on it? 

We now come to corporate reorganization. ‘While there were still 45 


companies in the complex of corporate indentities comprising the Canadian | : 
National system at the end of 1957, progress was made in studies aimed at the 


elimination of a number of these companies in 1958.” 


Mr. SMITH (Calgary South): The question I have really is also part of 


your explanation, making some reference in the last paragraph in connection 


with the abandonment of unprofitable services. You elucidated very clearly — 


the problem which you have of the cost of your operation of which a large 


proportion is salaries and wages. You come to the conclusion which is dealt with — 
in the last phase of the order in perspective, that one of the only hopes of — 


making this a more profitable operation without another $30 million loss is 
in the abandonment of unprofitable services or going back to corporate reor- 
ganization, something which may be effected to create some saving there. Am 
I correct in interpreting that one hope that we have in this railway of seeing 
it not in a position of showing a $30 million loss either through corporate re- 
organization or abandonment of unprofitable services. Is there any other 
solution? 


Mr. GorpDoN: Corporate reorganization has nothing to do with it. It is 
purely a technical matter of bookkeeping and a tidying up of the corporate 


structure. It is the simplification of our books. When this system came to- © 


gether, and up to about five years, we had about 88 different companies. I 
started an examination of all the legal factors which made it necessary to 
continue these corporations. We proceeded by a process of merging these sub- 
sidiaries with branches of the main bankrupt companies which we took over 
in 1923. It has been a slow process because we ran into difficulties regarding 
franchise rights and various, other formalities. Our objective is that we will 


eventually get the C.N.R. system: down to six companies and that we will 


have a railway company, a telecommunication company, a steamship company, 


a hotel company and one realty company. That is five. Somewhere there is 


another one but if we can get it down to five, so much the better. 


Mr. SmitH (Calgary South): May I throw a question back to ACCT Ont 
reorganization. Will you deal with it now. 


Mr. GorDON: He asked the question in regard to paragraph 90. So, I will — 


deal with it now. The abandonment of unprofitable lines is certainly a part 
of our difficulty but I would not say that it is a major part. It is something that 
we should be very much freer to do and proceed with. But the real point is 
that the implication of all the capital expenditures that we. are putting into 
this operation—the implications of those capital expenditures—will have to 
be faced and they will have to be faced in the matter of the necessary re- 


adjustments that affect not only labour but affect communities as well as serv- — 4 


ices. As I have tried to indicate I am not at all hard-boiled about these 
things. I can recognize that the disruption of long-standing operations in any 
community is a very painful and difficult business. But when we started our 


bom 
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dieselization program back in 1951, wen I first went with the railway, I am 


free to confess that if I had appreciated the scope of the thing and the size 


of it, I might have been much more faint-hearted than I was in getting on 


with it. Nevertheless, it has proved inevitable and we have up to now effected 
our readjustments with a relatively small degree of opposition, objection and 


excitement. We are, however, at the stage now where, as I have said before, 


we have the first part of our program through and got the benefit of quite 


large savings, it is the end part of the program that hurts. We are now at the 
stage of giving up all steam locomotive operations which eliminate round- 


houses and requires readjustments of divisional points, decisions in regard to 


where the operations can best be managed. Unfortunately that will tear out 
roots—establishments that have been a hundred years in the making. Now 
despite our best efforts to do that with all consideration possible, it never- 
theless does mean a major change and we need desperately an enlightened 
and understanding public which will accept the need for doing it if the 


railway business represented by the C.N.R. is to continue to be efficient and 


reach the place where we will be able to maximize efficiency as well as pro- 


vide services to the various communities we are serving. If we cannot ac- 


complish this we will go through a long period in which we will have these 


unnecessary and duplicate facilities. That will just make it impossible for us 


to get out of our deficit position. I have not by any means come to the con- 
clusion that by reason of the deficit this year we are committed to a long 
period of deficits. I think there is a period of time when we will have to accept 


them along with other things. But I still have faith that if we receive intel- 


ligent acceptance of what the program means then the C.N.R. can stand on 


- its own feet. 


Mr. SMITH (Calgary South): You say Be ek Mr. Gordon, that this is a 
very important and costly operation, the transitional period. Otherwise we 
have seen evidence of that through the railway stock, signalling system and 


so on and this is a phase in’ which we are going to expect to have these 


extreme costs. 
Mr. GorRDON: Yes I should say this, in fact those who are interested I 


would suggest you read a speech I made not long ago called “Background and 


Accomplishment.” I would be only too happy to make a copy of this available 
to you. It should not be forgotten that during the four stages of the C.N.R. we 
came into a stage during the 1930’s where for one reason or another the rail- 


way was badly run down. There was no money spent on it. Then we came into 


the war period when money could not be spent on it: because the equipment 
and supplies were not there and we faced the terrific exhaustion of war by a 
process of improvisation and so forth. When we came out of the war and fol- 
lowing the two or three post-war periods, we could not do the rehabilitation 
ROD! 

So we have a tremendous rehabilitation job of the physical services of 


the railway plus this technological job in terms of diesel power and it has cost 


‘a tremendous amount of capital. 


Mr. SmitH (Calgary South): Have the first quarter figures shown any 
encouragement? 


Mr. Gorpon: Not for this year. You will come to that in the operating 


| budget. 


The CHAIRMAN: Are there any other questions? 
Mr. FisHer: What responsibility do you feel the railway has in terms of 


the dislocation and the uprooting you talk about in terms of retraining and 


Py 


relocating people? 
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Mr. Gordon: Oh yes, we accept that responsibility. As a matter of fact 
we have had a very large training program. We are giving everyone working 
for us an opportunity to retain in dieselization methods, not only in the running 
of locomotives but in shop and electrical work. The fact is that we need 
electricians and do not need boilermakers. All our men have been given 
an opportunity to take these courses and regular classes are being held at 
Moncton, Campbellton, Charlottetown, Halifax and all across the country. 
They are specifically designed to retrain our own staff to accept the new jobs 
which become available with the abandonment of the old. 

Mr. FisHerR: Has there been any resistance to this program? 

Mr. Gorpon: No, it has been well received. Of course, you find inevitably 
the older men find it difficult to change. We find the best response from 
the younger and middle-age people. | ; 

Mr. FisHER: Have you noticed any difference in the distance from the 
medium or larger centres of operations as you get out towards the openers of 
your operations? 

Mr. Gordon: Mr. Dingle, what would your comment on that be? 

Mr. DinGLE: I do not understand the question. 

Mr. FisHer: The further you get from a large centre of operation such as 
Toronto, Stratford or Winnipeg out in the sticks do you find more response 
there or less opportunity to train people? . 

Mr. DInNGLE: No, we have no difficulty. As a matter of fact in the rural 
classes a greater interest is shown at the outside points. 

This is the case also with our dieselization Gane program. I cannot 
say we have experienced difficulty. 

Mr. Gorpon: Just counting roughly we have upwards of 100 points across 
the system where the classes are made available. 

Mr. CREAGHAN: Do you give any financial assistance to your workmen 
during the conversion course? Take, for instance, the boilermaker whose job 
has disappeared; he has an educational background and an interest to become 
an electrician. | 

Mr. Gorpon: If he takes these courses we keep him on the payroll as a 
trainee. It is training that works in conjunction with the job’so to speak. We 
give him time off his job to take this course. 

Mr. CREAGHAN: At a loss in pay? 

Mr. GorDON: No. 

Mr. CREAGHAN: He gets his old trades pay orbits he is taking his course? 

Mr. GORDON: Yes. 

The CHAIRMAN: We are approaching almost on the minute of 10 o’clock. | 
I think I can say that on your behalf we appreciated the generous explanation 
the president has given to his annual report. I think it has been very instruc- — 
tive and informative. So if you are prepared to take the financial statement 
and the auditor’s report figures as read, we are open for a motion for the 
adoption of the annual report. 

Mr. BrooMe: I so move. 

The CHAIRMAN: Moved by Mr. Broome and seconded by Mr. Smith, ( Simcoe 
North) that the annual report be carried. What is your pleasure? 

Carried. 


The CHAIRMAN: The auditor’s report can be dealt with separately. We 
will need a separate motion for that. We have the auditor’s report here but— 
Mr. Broome: Take it now. 
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The CHAIRMAN: If it is your pleasure we are right on the minute of 
_ 10 o'clock. I hope you are all back on the minute at 9:30 tomorrow morning. 
Thanks for your cooperation. We have the annual report passed and tomorrow 
we will deal with the West Indies steamship line, the auditor’s report and the 
budget for 1959. 


Mr. Gorpon: As an orderly procedure I suggest we might go on with the 
capital budget and the operating budget of the C.N.R. and that will conclude 
the C.N.R. report and its collateral activities. Then we might deal with the 
Canadian National Steamship report and its budget and then we take the 
auditor’s report: of the C.N.R. and the steamship jointly so the auditor may 
be called to deal with his report in that order, because by the time you reach 
the auditor’s report you should I think have the benefit of everything affecting 
the C.N.R. annual report plus our capital budget plus our operating budget. 
If you take it in that order you will find it more convenient. 


EVIDENCE 


TUESDAY, July 15, 1958. 


The CHAIRMAN: Order, gentlemen. 

Mr. CHEVRIER: Would you allow me to raise one or two small questions 
dealing with the report which I understand has been passed? I was unavoidably 
detained in the house yesterday and could not be here. 


The CHAIRMAN: Very well, if it satisfactory to the committee. 


- Mr. CHEvrRIER: First of all dealing with dieselization: I wonder if you 
would be good enough to tell me if in the purchase of diesel locomotives the 
company accepts the lowest tender? 

Mr. GORDON: Yes, that is so. 

Mr. CHEVRIER: I am dealing now particularly with the shops at Kingston. 
The question has been raised as to whether or not that is the case. I am glad 
to have your assurance that it is. 

Does the company insist in the specifications upon a percentage of Canadian 
content? 

Mr. GorRDON: No, there is no reference made to Canadian content. We 
make our specifications for the particular unit type of diesel. They are cir- 
culated to any manufacturer who wishes to bid. 

In other words, an American manufacturer could bid directly if he wished 
to do so. If he does not, it would be because of the tariff protection. 

Mr. CHEVRIER: So a company which has a greater Canadian content in its 
diesels over another manufacturer would receive no preference? 

Mr. Gorpon: We would find it quite impractical to work out specifications 
of that kind. 

Mr. CHEVRIER: May I ask about the relocation of the line from Cornwall 
to Cardinal? Was that done at the exclusive cost of Hydro? 

Mr. Gorpon: No. What happened there was that we sat down with Hydro 
and made a very detailed analysis with them comparing what we thought 
were the advantages and the disadvantages by reason of the relocation. For 
example, we consider the fact that new material was used and there was a 
longer life available than would have been the case in the older line, we took 
all the offsetting factors, including the fact that we had a well-established line. 
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We then took into account the advantages we would get by reason of the 
diversion, where it was clear that we had the sole advantage, we paid for it. 

Mr. CHEVRIER: Would you tell the committee how much the cost of the 
diversion was, and how much of it was paid by the Canadian National Rail- 
ways, and how much of it was paid for by Hydro? 

Mr. Gorpon: I have the figures on that. Let me read this item which I 
have here: The total cost of this diversion, including the estimated cost of the 
grade separations yet to be completed, will be in the vicinity of $18,000,000. 
The entire cost of construction is being borne by the Ontario Hydro in honour- 
ing their obligation to provide a substitute facility acceptable to the C.N.R. In 
our negotiations with Hydro, it was accepted as a fair principle that the railway 
should make some contribution in view of the fact that we were getting a new 
line of railway to replace a partially depreciated facility. In order to give 
effect to the old established principle of cost of replacement less depreciation, 
we agreed on a satisfactory basis of settlement in which we compared the value 
of the advantages with the disadvantages accruing to the railway on the new 
line. On this basis, the railway agreed to contribute a sum slightly in excess 
of $1,000,000. 

Mr. CHEVRIER: Is that inclusive of the $18 million? 

Mr. Gorpon: Yes. Our portion of it was $1 million. 

Mr. CHEVRIER: And that includes the construction of the stations as well? 

Mr. GorDON: Yes, everything is included. 

Mr. CHEVRIER: Does it include the construction of the overpasses? 

Mr. GORDON: Yes. 

Mr. CHEVRIER: It will cover those which are done and those which are to 
be done? : 

Mr. Gorpon: That is right.” 


Mr. CHEVRIER: On the question of lay-offs—I do not want to go into this 
in detail—but I would like you to make a statement if you would about the 


magnitude of the lay-offs in the various shops of the Canadian National ~ 3 


Railways. What does it mean? 

Mr. Gorpon: That question was mentioned on quite a number of occasions 
yesterday and I have made several statements on it already. 

Generally speaking our situation is very difficult to pin-point, as to 
exactly what the total overall may be, because we are taking men on and at 

the same time we are laying men off. 

There has been a diversion of labour arising not only But of the adjust- 
ments due to dieselization but also because of the drop in traffic which would 
be a temporary matter. Seasonal factors also affect the work force. I find it 
difficult to pin-point exactly what portion of the reduction of the staff could © 
be called a permanent reduction. We are taking on men with certain skill at — 
the very same time that we are laying others off. 

Mr. CHEVRIER: Have you closed down any shops because of these lay-offs? 

Mr. Gorpon: There has been no complete closing down. 

Mr. CHEVRIER: What is the position at Fort Rouge where the intention is — 
to close down that shop? 

Mr. Gorpon: The effect of it is this: there will be no work lost to the 
Winnipeg area by reason of our readjustment in Winnipeg. The Fort Rouge 
main shop, as you will recall, was destroyed by fire in 1956 and we do not 
propose to rebuild it. When we get on with our changes to be made in Winni- 
peg, both in our marshalling yards, and our new facilities at Transcona, Fort 
Rouge will be used for the servicing of passenger cars. The rest of our shop | 
work will be concentrated at Transcona. That means that any transfer of — 
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employment will be in the area itself and there will be no work facilities 
moving out of the Winnipeg area. Winnipeg is one of our three main points 
for major diesel maintenance and repair. 

Mr. CHEVRIER: What about the hotel in Montreal? 

Mr. Gordon: And may I add this: you have not had time to see it yet, 
but we have had an interesting clarification made at Winnipeg a few days 
ago. There was a great deal of rumour, distortion, and misunderstanding there, 
but it has all been cleared up by a statement made there which has been very 
well received. 


Mr. CHEVRIER: I am glad to hear that. I asked my question because of 
a press clipping sent to me having to do with a statement made by Mr. 
McMillan, vice president of the western region. 
Mr. Gorpon: I think the situation has been fully clarified now. 
Mr. CHEVRIER: Would you tell us how the operations of the new Queen 
Elizabeth hotel are proceeding and whether it is living up to the expectation 
- for the future that you had. 


Mr. Gorpon: It is not only living up to its expectation; it has greatly 
exceeded it. 7 

Mr. CHEVRIER: Good. I am glad to hear that. 

Mr. GORDON: We are very satisfied, indeed, with the prospects. On the 
basis of any estimates made previously, as of now, it has developed as a huge 
success; and also in looking ahead in terms of conventions that are already 
booked or are under negotiation, it looks very promising indeed. 

Mr. CHEVRIER: Would you mind saying a word about the progress on the 

- north side of the street, that is, the Place Ville Marie, and the building that is 
to rise on the north side or at the north east corner? 

Mr. Gorpon: That is well in hand. As you know, Webb and Knapp have 
the rights in respect to the development of the north side, and they have 
announced their plan in regard to the so-called cruciform building. 
Only recently they were able to announce a major arrangement made with the 
Royal Bank of Canada. 

Mr. CHEVRIER: When is construction likely to begin? 

Mr. Gorpon: I think construction is likely to begin within a week. There 
will be definite activity soon. 

Mr. CHEVRIER: What about the new office building for the Canadian 
National Railways, is that proceeding? 

Mr. Gorpon: It is. We have already got the foundation work started. 

Mr. CHEVRIER: Where will it be located? 

Mr. Gorpon: At the corner of Lagauchetiere and Mansfield, just south of 
the hotel. 

Mr. CHEVRIER: That is between the hotel and the aviation building? 

Mr. Gorpon: No. That was what was originally planned, but we gave 
it up because we did not feel that the Canadian National Railways needed to 
be in that location which was what we hoped would be a very high revenue 
producing building. Eventually a building will go in there. 

Mr. CHEVRIER: Thank you. 

The CHAIRMAN: Now, gentlemen, we will take this up in the order which 
we indicated last night. You have before you the budget for 1958. You each 
have a copy of the capital budget and estimated income account. 

Mr. GorpDon: I would like to make a brief introductory statement in order 

- to assist the members to follow the order in which I suggested we might 
proceed. | 
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Let me say that our 1958 capital budget comes about mid-way in the pro- — 
gram of heavy capital rehabilitation, which commenced in 1950. 

- By that year wartime shortages of equipment and material had ceased 
sufficiently to allow for our planning for capital expenditures and in order 
to take cognizance of our own need for physical rehabilitation of railway 
property necessarily deferred during the war and immediate post war years. 
Added to that was the need to recognize widespread technicological devel- 
opments which were exemplified by but no means limited to, dieselization, and 
the growing effect of greatly intensified competitive transportation methods. 

A detailed analysis of all this would make a very lengthy statement by 
way of background material. But for our immediate purpose I suggest the 
committee might find it more convenient to turn directly to the pages which are 
now before you where we have tried to present this statement in a manner 
which will give members of the committee a financial summary of the highlights. © 

I shall run through them. Our custom has been to deal with any ques- 
tions which you think of interest. And following the budget, you will find 
an attached statement known as the operating budget. 

- The document to which I would direct your attention is the capital budget 
and estimated income account. I suggest you leaf over the first two pages and 
go to the page headed page one. There you will find a summary of the 1958 
capital budget in the form which has been used for the past several years. 

I think the committee will find it useful to grasp the main highlights of 
the budget before we get into the details. Therefore you will find on page one 
under the heading of 1958 proposals that we have summarizéd it at an 
overall total of $377 million, the proposals which are new for the year 1958. 

That includes, as you will observe, the figure of $47,123,000 under the 
heading of “Investment in affiliated companies” such as T.C.A.; but we will 
give them to you when we come to that item in the budget later on. 

You will observe under the heading ‘‘Cost to complete projects author- 
ized in prior years’, a total of $168,354,000. 

These projects have already been authorized and are in progress. — 4 

For the purpose of this budget, they form the same kind of thing you are — 
accustomed to meet with in the House of Commons under the heading of 
revotes. a 
There is a grand total budget shown as $545,596,000. ; 

The important thing, or the most interesting thing for our purpose is the © 
column under the heading of 1958 expenditures. That represents our estimate | 
of cash expenditures to be made during 1958 under the various PEAGIES) as 
being the discharge of the total budget of $545,596,000. } 

That is what the Minister of Finance is interested in, because that is the 
money we will have to raise for the Canadian National Railways in order ~ 
to finance payments out in this budget. 

With these main items in mind, will you now please turn to page two. 

Mr. CARTER: Could you give us the estimated expenditure for last year 
and the actual expenditure? 


Mr. Gorpon: Yes. It was $266,062,000 actual as Boi eared with an esti- 
mated expenditure of $268,707,000. THedentally: that $266 million of actual 
expenditure appears as a Bid eered expenditure of $268 million. So you see we 4g 
came within $2 million of spending what we intended to spend. 

On page two you will see how this operates. Under the heading of “Gross — 
capital expenditures for the year 1958”, you will find summarized the total © 
which comes to $302,623,000, and that again checks off with the item on the — 
previous page. 

We say under the heading of “Sources of funds” where we expect to find - 
the money. We will take out of depreciation accruals and so on the sum of © 


an 
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$85,130,000; an arrangement will be made whereby we shall sell preferred 
stock of $21,000,000 to the government under the provisions of the Capital 
Revision Act of 1952. We have to borrow during the year either from the 
public or the government a total of $196,493,000. 


Mr. CHEVRIER: How much will be borrowed from the public and how 
much will be borrowed from the government? 


Mr. Gorpon: That will depend entirely on when the government wishes 
us to go on the market. 

We first of all borrow from the government, then we discuss with the 
government when would be the appropriate time to float a market issue. 

We necessarily adjust ourselves in our approach to the market on the 
state of finances of the government in relation to their large and bigger job 
of government financing directly. At the moment, in view of the announcement 
of the $6,400,000,000 refinancing, it seems obvious that we will not be in the 
market until that is out of the way. 


Mr. FISHER: Have you noticed that the United States Congress has just 
introduced some new system of capital funds to help the railroads? 

Mr. Gorpon: It is under discussion but nothing has been done yet. The 
Smathers’ committee has made a number of recommendations to assist the 
railways in their financial plight, but as I understand it is still at the discussion 


stage. 


Mr. FISHER: It is recognized in the United States that the railways are in 
a desperate plight. 


Mr. Gorpon: Yes. The plight of some railways is very dangerous, indeed, 


’ and I do not think it is too much to say that three of them are actually facing 
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bankruptcy. 
Under the heading of “January 1, 1959 to June 30, 1959” 


The annual Financing and Guarantee Act is the statutory authorization 
for the C.N.R. capital expenditures. and additional borrowing. Typically this 


‘act is passed by parliament towards the end of the first half of the year. As 


a practical measure the act for the current year, in this case 1958, also provides 


_ interim authority for capital expenditures on previously approved projects 


4 
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during the first half of the ensuing year, in this case 1959. This interim 
authority is superseded by the peste of the next year’s Financing and 
Guarantee Act. 


The caption “Existing financial authority” at the bottom of the page 
demonstrates how this process works; it sets out the extent of the interim 
authority which was provided by the 1957 act with respect to the first half 
of 1958. The interim needs having been met, these figures have now been 
moved up into the “Year 1958” totals at the top of the page for formal 


authorization in the 1958 Financing and Guarantee Act. 


In the normal course of carrying out approved capital budget projects it is 
necessary for us to sign contracts with other parties (principally equipment 
manufacturers) which entail deliveries and payments falling outside the 
budget year. The total of such projects for 1958 is $110.0 million. The cash 


- for such contracts during the first half of 1959 is included in the January 1, 
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1959—June 30, 1959 interim financial authority figure of $134 million while 


# the balance will become a current cash item in the 1959 gross capital expendi- 


: ture budget. 


The other pages, 3 through 7, provide further information with respect 


j to the major items included in the summary. Page 8 is a statutory statement 
_ of the 1958 refunding Sas and page 9 presents the 1958 operating 
_ budget forecast. 
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If you will turn to page 3 we can get on with the job of examining the 
specific summary and the details of the items we are presenting for approval | 
in this budget. Again this item on page 3 under the heading of “Summary | 
of road property, capital budget projects by areas” will summarize the STOSS 3 
total of $253,375,980 which is the heart of our budget. 

Apart from equipment purchases which are dealt with separately, this is 
the gross figure, and there is shown at the bottom of the page the actual cash 
expenditures under each one of these headings. 

You will observe under the heading of ‘Line diversions’, that we plan 
in the Atlantic Region an expenditure of $35,900; in the Central Region, 
$5,656,000; and in the Western Region, $8,400. I suggest that we deal with | 
each item as we go along. : 

Mr. CHEVRIER: May I ask about the line diversions in the central region? | 
How many of them are line diversions which are not approved by parliament? 

Mr. Gorpon: I do not know just what you mean? 7 

Mr. CHEVRIER: I mean those lines that you are authorized to build under 
the statute without an act of parliament. 

Mr. Gorpon: None of these is lines which require a separate act. The 
total is $5,656,000. It arises out of. main line diversions, and an entrance to 
the Cote de Liesse yards, at a cost of $4,900,000. 

Mr. CHEVRIER: That is what I was coming to. That is what you see 
as you go into Montreal. Is the work progressing fairly satisfactorily? When 
will that diversion be completed, and how long will it be? 

Mr. Gorpon: Well, we are planning this year on a grand total program 
of $4,900,000. This budget calls for an expenditure of $400,000 in 1958, and 
the commitment for expenditure will be $500,000; so we will have $900, na 
of the total expenditure in play for that actual diversion, ; 

Now, we have to go to another heading to get the whole progress of the ; 
yeard, and to complete the yard itself and all the necessary approach facilities — 
will take about five years. Our approximate estimate of the period is 1961. 
We figure that we will complete the total project of the Cote de Liesse yard 
by about 1961. The entire project will total over $30 million. 

Mr. CHEVRIER: How will it affect entry into the central station? 

Mr. Gorpon: It will have no bearing on the entrance to central station. It — 
is completely a freight yard. It is a hump retarder classification yard, as we 
call it, for the purposes of marshalling our freight. It will have no bearing on 
passenger traffic into central station. 
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to be spent of this money around Ottawa at the first of the year? 

Mr. Gorpon: In the totals including the entrance for the yard at Cote 
de Liesse there is an item for Cornwall to relocate some tracks on account of 
the St. Lawrence seaway and there is $466,000 in play, and the last item is 
a rearrangement which included among other things Seaway requirements — 
in the St. Lambert area. 

Mr. CHEVRIER: The diversions in Ottawa are paid out of the Federal 
District Commission, are they not? 

Mr. Gorpon: That is a separate matter altogether. That has been at the 
Federal District Commission expense. . 

Mr. FRASER: You would not have any item at all? j 

Mr. Gorpon: Not under this heading. This is line diversions. There will 
be, however, expenditures that affect us. 

Mr. CHEVRIER: This is all lines under seven miles? 


q 
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Mr. Gorpon: All lines six miles and under on which there was no special 
statutory provision. 

Mr. CARTER: Will any of this be done on the Atlantic region? 

Mr. Gorpon: Under the Atlantic region there is only $335,900, and this 
is being spent on the Cascapedia subdivision which includes the relocation of 
1600 feet of main line at mileage 42.7, straightening out a bad curve. 

Mr. CHEVRIER: Is the diversion at Cornwall in connection with the seaway 
or has it got to do with the purchase of the New York Central by the Canadian 
National Railways? 

Mr. Gorpon: It has nothing to do with the New York Central. 

Mr. Pascor: I wonder whether Mr. Gordon can say where the western 
region starts? 

Mr. Gorpon: The Western Region starts at Armstrong and runs right 
through to the British Columbia coast. Winnipeg is the headquarters of the 
Western Region. 

Mr. PascorE: And the Hudson Bay Railway is not included: you have a 
separate item for that? 

Mr. Gorpon: It is now. We have just recently taken over the Hudson Bay 
Railway. It was formerly run separately but there have recently been changes 
made in the terms of entrustment. 

Mr. CHEVRIER: Well, the Hudson Bay Railway item is voted by parliament 
as a separate item. 

Mr. Gorpon: Not now, we have recently been entrusted with the Hudson 
Bay Railway. | 

Mr. CHEVRIER: When was that? 

Mr. DINGLE: Effective January Ist, 1958. 

Mr. Gorpdon: It has been under discussion for quite a while but the 
formalities have been completed this year. 

Mr. CHEVRIER: You always managed it, did you not? 

Mr. GORDON: Yes, originally it was a separate company and we managed 
it. We made it a division of the Canadian National and operated it for all 
purposes but it was treated in its accounting as a separate item. We have now 
taken over the Hudson Bay Railway in exactly the same way as we have 
done with other railways. 

Mr. CHEVRIER: Then in your accounts there will have to be in future an 
item covering the deficit of the Hudson Bay Railway? 

Mr. Gorpon: Yes, that is right. 

Mr. CHEVRIER: There is an item in this year’s estimate for the Hudson 
Bay Railway deficit? 

Mr. Gorpon: This is maybe the clean- -up item. It will be in our estimates 
from now on. 

The CHAIRMAN: Any comments on roadway improvements? 

Mr. Gorpon: I do not want to leave any misunderstanding here. I want 
to make it clear that there will no longer be an item you will recognize as a 
deficit or profit for the Hudson Bay Pawey, It is meshed into the estimates 
in total. | 

Mr. CarTER: May I ask—this is a considerable amount on roadway im- 
provements in Newfoundland and just for my information— 

Mr. Gorpon: Are we on that item now? 

The CHAIRMAN: Yes. 
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Mr. Gorpon: We are dealing now with roadway improvements and your 
question is, are there any improvements included in Newfoundland? 

Mr. CARTER: I presume that is rebuilding roadbed, abet: track and 
regrading? 

Mr. Gorpon: The total item there is the general operation of the rail- 
way. It covers replacement of rails, fastenings, tie plates, rail anchors; it 
includes the installation of ties, ballast, widening of cuts and fills and every- 
thing—bridges, trestles, culverts. That covers what might be called the opera- 
tional requirements. : 

Mr. Carter: How does that compare with last year’s expenditures? 

Mr. Gorpon: The expenditures last year for 1957 were $1,403,000 as com- 
pared with a budget of $1,497,300. This year our budget is $1,782,000. 

Mr. Pascoe: I wonder, Mr. Gordon, If you could give a breakdown in re- 
gard to the Hudson Bay line? 

Mr. GorDdON: Under roadway? 

Mr. Pascor: Yes, it is other lines including the Hudson Bay Railway. 

Mr. Gordon: The grand total covers again, as I say, rails, fastenings, tie 
plates, rail anchors, bridges, culverts and so on, and we have estimated for 
the Hudson Bay portion approximately $800,000. 

Mr. Pascor: That is for the Hudson Bay Railway alone? 

Mr. Gorpon: That is right. 

Mr. CARTER: Will most of this work be performed by regular main- 
tenance employees? 

Mr. GorDON: Yes, by the regular maintenance Aiploees of the railway. 

The CHAIRMAN: Any other questions? Large terminals, Atlantic region. 

Mr. FISHER: That is a tremendous increase in the expenditure in the 
western region for terminals. : 

Mr. Gorpon: It is in fact true of other items here. We have for many 
years planned elimination of terminal congestion and after a great deal of 
study we have now put in process the necessary terminal construction at 
Moncton, Winnipeg and Montreal, which we have just discussed. We have 
got, we think, most of our terminal congestion problems solved, with the 
exception of Toronto. We are still struggling to find a solution in the city of 
Toronto which we have not yet arrived at. | 

In the western region we have now crystallized the plan for the large 
terminal at Symington yard. This is a hump yard at Winnipeg and is in- 
tended to be one of the key system freight marshalling terminals which will 
function as a team to permit a greater freedom of flow for freight traffic. 
There will be substantial operating economies effected at Winnipeg and we 
~ have planned to take care of expansion in the foreseeable future. These 
yards are so arranged that they will synchronize with each other and elimi- 
nate a lot of duplicate work. The trouble in the west, of course, was that 
we still had an inheritance of the old Canadian Northern and Grand Trunk 
and until we make a complete amalgamation of the two there will be con- 
siderable congestion. 

Mr. FISHER: What is the Toronto problem under discussion? 

Mr. GorpDoN: Congestion and the fact that no plan was made thirty years 
ago. The real trouble in Toronto was that if there had been proper planning 
thirty years ago this would not have arisen, but now the city is so built up 
there is no place we can find in which to establish a yard. All yards have 
been concentrated down around the lake front and everything now has to 
come in to the lake front and out again. It is like spokes in a wheel and we 
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are now working with planning authorities to see what the remedy is. We 


have outside consultants examining the problem with us. I do not know 
what the solution is going to be. It may be we will have to go into a series 


of yards to carry the traffic, but we would prefer one large hump yard if 


we can find the area. 
The CHAIRMAN: Any other questions on terminals? 


Mr. Carter: May I ask, Mr. Chairman, what is included besides Corner 
Brook and St. John’s in this $3 million for activities at Newfoundland? 


Mr. Gordon: Corner Brook—the item we have in here is an item which 


will authorize the purchase of land as well as making additions and improve- 
ments to the area. It is a re-vote item too. The grand total of it is estimated to 


be $14 million and the amount we expect to spend this year will be an actual 
expenditure of $390,000 and probably a commitment of around a quarter of a 
million dollars. 3 

The way the rest of that item is made up is at St. John’s where we have to 
purchase land as well as make additions and improvements. That has also 
been previously authorized to the extent of the land purchase and the new 
amount we are asking for here is $1,150,000 towards a total budget of 


~ $1,600,000 of which we will be spending over $450,000 and commit ourselves 


to some $450,000. 

Mr. CARTER: That sum is taken up entirely on Corner Brook and St. 
John’s? 

Mr. Gorpon: Yes. 

Mr. CARTER: Nothing besides that? 

-Mr. Gorpon: Not under this heading of terminals. 

Mr. CARTER: Well, I was going to say is that the same with buildings? 

Mr. Gordon: We come to an item on buildings farther down. 

Mr. CREAGHAN: Under the same heading of terminals, Atlantic regions, 
$15,755,000, does that include a hump at Moncton? 

Mr. GORDON: Yes, it does. 

Mr. CREAGHAN: Is that a re-vote or a new vote? 

Mr. GORDON: Yes, the Moncton hump yard is a re-vote although it is a 
re-vote in part only. It is a re-vote in the sence that we had the project ap- 
proved and got authority for the purchase of the land, but the new item 
required for the yard is the item we are discussing now. The total cost of the 
project is estimated at $15 million and we expect to spend this year a total 
of $1,150,000 and have a commitment for further expenditures of $14 million. 

The CHAIRMAN: Any other questions on terminals? Yards, tracks and 
sidings. 

Mr. CHEVRIER: On the question of the terminal at Montreal is anything 
being done to hasten the entry and exit of passenger trains out of the station? 
Mr. Gorpon: The passenger trains out of central station? | 

Mr. CHEVRIER: Yes. 

Mr. Gorpon: I guess the answer to that is no. We are still studying the 


problem. 


Mr. CHEVRIER: It is a pretty difficult problem because of the canal? 


Mr. Gordon: We have a number of proposals under examination. It is a 
very difficult problem and a very difficult bottleneck there, but we are trying 


to see if we can bring into play an approach through the tunnel of Mount 


Royal. That would be very costly in any way you look at it, and we are now 


- examining that location and other proposals, but I believe there is nothing 


in this budget on it. 
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Mr. CHEVRIER: I realize that. Would that shorten the time considerably 
if you were to use that tunnel? 

Mr. Gorpdon: It would not make much difference in time, but it would give 
us a better service for passengers from the Town of Mount Royal and other 
areas. 

The CHAIRMAN: Any other questions? 

Mr. FISHER: The figure on the extension to sidings has been set roughly 
at 100 cars. I wondered why they were not larger after you had told us there 
will be a few longer trains? ‘ 

Mr. GorRDON: Our studies on that have been based on the considerations 
of the traffic volume in particular places, the frequency of freight trains, and 
so on. Now, the longer a siding the bigger the cost, of course, and we ex- 
amined that on the basis of train frequency, train loading, service require- 
ments, etc. You will remember, that our average siding, except in western 
Canada, where I think we will reach a maximum of 117, is 100 cars capacity, and 
we are establishing that as a standard. That is the economics of operations. 

The CHAIRMAN: Yard tracks and sidings—any comment on them? 
Buildings. 

Mr. CarTER: May I put my question now on the buildings? 

Mr. Gordon: Yes. What was your question again, Mr. Carter? 

Mr. Carter: What is in this item apart from Corner Brook and St. John’s? 

Mr. Gorpon: The grand total in Newfoundland is .$797,900. It covers 
quite a number of small items. There is a station alteration at Deer Lake, — 
construction of a freight shed at Lewisporte, a dwelling and bunk house at 
Bishop’s Falls, an express office at Gander, oar repair shop extension at 
St. John’s as well as some small items covering extra equipment. for docks © 
and there is an item of a stores building at St. John’ S, which is $22,700; and 
that. isi: 

The CHAIRMAN: Quite a few of these items were dealt with in the annual - 
report that was passed yesterday. We discussed general policies on it. 

Mr. FisHrr: Are there any new buildings at the lakehead in that $14 
million figure? ; 

Mr. Gordon: There are quite a number of small items in this figure. — 
There is an item at Fort William, the replacement of some section tool- 
houses, $9,000, an item at Port Arthur replacing three B. and B. buildings, 
$13,000, and there is another item, construction of a repeater station in our 
communications at Fort William which will be $51,000, and I think that is all 
at the lakehead. 

Mr. FISHER: Thank you. 

The CHAIRMAN: Any further comments? 


Mr. Martini: Mr. Chairman, in Hamilton, the Canadian National Railways — 
station there, the steps are quite high. ; 


Mr. Gorpon: The steps are high? 


Mr. MARTINI: Yes, very high from the platform. Has any consideration 
been given to putting an escalator in? 


Mr. Gorpon: No I have never heard that complaint before. 

Mr. MARTINI: Well, I have heard it many times. 5 

Mr. Gorpon: I would think the cost of an escalator would be almost 
prohibitive in relation to the actual need. 

Mr. MartTIN1I: The steps are quite high. 

Mr. Gorpon: There are pretty high steps out of the Ottawa station too, 


as I recollect. The walk up there is pretty severe, but the cost of escalators 
is pretty heavy. 
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Mr. MartTIN1I: You can go through the tunnel. 
~ Mr. Gorpon: Yes, down through the hotel, but you still have a walk. 


Mr. Carter: Might I ask, Mr. Chairman, are there any plans to rebuild the 
station at St. John’s, or to build a new station there? 


Mr. Gorpon: No. 

Mr. CARTER: The fire you had in the express office, are those repairs included 
in this item? 

Mr. Gordon: The necessary facilities will be provided this year. 


Mr. SmitH (Calgary South): I wonder if I could ask whether or not 
you have carried on any further discussion on pooling your facilities with 


- the Canadian Pacific Railway in Calgary? There have been some discussions. 


Mr. Gorpon: I know the problem there. There is nothing that could 
be regarded as serious discussions, no. 


Mr. SmitH (Calgary South)~ Could you tell me whether in the time 


that you have been carrying on these discussions during the past year any work 


has been done in the main station? 
Mr. Gorpon: Yes, under buildings but as a revote. 
Mr. CREAGHAN: Mr. Gordon, I wonder how you arrive at this figure for 


- buildings for the maritimes? 


Mr. Gorpon: The Atlantic region? 


Mr. CREAGHAN: Yes. It seems to be a very, very small amount for capital 
investment in buildings for such a large area. When you consider it includes 
the maritime provinces and a big part of Quebec it is about six per cent of 
your national building program and in most cases the buildings are probably 


a hundred years old and with old platforms. It seems to me that besides the 
- dieselization program some buildings should be improved to make your 


facilities attractive to the public and attractive to work in. 


Mr. GORDON: Well, of course, all our capital expenditures are aimed at 
meeting actual needs. Personally, I see nothing wrong about a building being 
a hundred years old of it serves the operating requirement of the railway. I 


think it is a fetish that we sometimes have to get rid of buildings just because 


they are old. We should be developing a pride in older buildings! 
Mr. SmitH (Calgary South): Like the Chateau Laurier. 
Mr. GorDON: Well, I must say I have a great deal of pride in the Chateau 


Laurier. 


Mr. SmitH (Calgary South): You like the character and atmosphere. 
Mr. CHEvRIER: I lived there for six years and I have the greatest respect 


4 for the Chateau Laurier. I think it is the best hotel on this continent. 


Mr. FRASER: The finest piece of architecture on the continent. 

Mr. Gorpon: I am glad you inspired these compliments, Mr. Smith! 

Mr. SmItTH (Calgary South): You asked for it. 

Mr. CHEVRIER: Was some investigation or survey made of transportation 


facilities by the Canadian National Railways in the Atlantic region? 
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Mr. Gorpon: Are you referring to the inter-departmental committee? 
Mr. CHEVRIER: Yes, and to a statement which was made by the former 


Minister of Finance in the house that the Canadian National Railways was 
undertaking a survey of transportation for the Atlantic region. 


Mr. Gorpon: There is an inter-departmental committee dealing with the 
whole question of transportation facilities in the Maritime Provinces. The 


-Canadian National Railways has an observer on that committee; we are not 
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active members because it is an inter-departmental committee of Government 
but we have an observer on the committee and we have undertaken oe Bye 
them all the assistance we can in their inquiries. 


Mr. CHEVRIER: Could you tell me who is the chairman of the committee? 


Mr. GorDon: Perhaps the Minister of pees could answer that, but he 
is not here at the moment. 


Mr. CHEvrRIER: Can you tell us what has been the result of the investiga- 
tion thus far? 


Mr. Gorpon: No, I do not know where the committee is at. They are not 
reporting to us. Apart from that the CNR is making an industrial survey 
with the intention of finding out the industrial potentialities of the region 
and trying to work out an attractive brochure that can be placed before 
industry. The point is that the inter-departmental committee is a departmental 
committee under the jurisdiction of the Minister of Transport and we are only 
observers or consultants or whatever you may want to call us in at respect, 
so I cannot tell you about the progress. 


Mr. CHEVRIER: I understand that the Canadian National Railways were 
undertaking a survey of their own? : 


Mr. GoRDON: That is right. An industrial survey. 


Mr. CHEVRIER: Could you present some statement about the Canadian > 


National Railways investigation? 


Mr. Gorpon: Only that it is in progress and we have not received a report. 
We started the survey last January and in January we covered Stellarton, New 
Glasgow, Trenton and so forth. Then they started at Truro and then Saint 
John and so forth, and those surveys include a careful mapping of the railway 
lines, streets, sewers and the like, all facts which would be of interest to 
prospective industries. It will take us some time to deal with it. The results 
will be put out in a sort of brochure form which will be available to pros- 
pective industries. 


The CHAIRMAN: That was discussed in the general report. 
Mr. GORDON: Yes, sir. 


Mr. CHEVRIER: Following the construction of the Canso Causeway there | 


was some fear by the two towns on both sides that they would be seriously 
affected and a committee was formed to see if some other industries could not 
be found to go to the assistance of those two areas on the north side. Can you 
tell me what has come of that? 


Mr. Gorpon: No, I do not know. 


. Mr. Fisuer: Mr. Gordon, there have been some very bitter criticisms of _ 
Canadian National Railways service that have been made by Conservative — 


members of the house, I think the member for Restigouche-Madawaska and 
Cape Breton North. If so, what steps are you taking to meet that sort of 
criticism? 

Mr. Gorvdon: Well, I do not know what heading we are under now, 
Mr. Chairman. 

Mr. FISHER: They commented upon the buildings. 

The CHAIRMAN: I think you are getting pretty far afield from the agenda 
here and I think we should get back on the tracks. We have been through a lot 
of details. Let us concentrate on the budget. We were discussing yards, tracks, 
sidings and buildings and if there are no other questions on buildings— 

Mr. MitcHeLL: Mr. Chairman, could I ask a question? Some time ago I 
asked about the extension of service in the Sudbury area and I was told there 


re 
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had been some consideration and it would be found in your budgetary estimates. 
Have you any idea what those items of service are that you are contemplating 
improving in the area? 

The CHAIRMAN: That is in the Sudbury area? 

Mr. MITCHELL: Yes. 


Mr. Gorpon: There is an item covering the purchase of 23 acres of land 
for freight and passenger facilities in the budget. 


Mr. MITCHELL: You have the figure, but you do not care to give me the 


figure? 


Mr. Gorpon: I will give you the estimate if you want it. I prefer not to. 
Mr. MiITcHELL: All right. 


Mr. Pascor: Mr. Chairman, rather than ask a lot of questions in regard to 
the Hudson Bay Railway you have a list of the expenditures. Is that list 


- available for inspection? 


Mr. Gorpon: No, because they are all in the form of estimates here. I 


- would be very glad to run over them with you on any point. 


Mr. Pascoe: Anything for Watrous, Saskatchewan, then? 
Mr. GorpDON: I will be glad to look up any specific item. 


Mr. SmitH (Simcoe North): I would suggest, Mr. Chairman, that a lot of 
these small items could be answered to the satisfaction of the individual mem- 
bers if they wrote Mr. Gordon or some of his staff later. 


The CHAIRMAN: I was going to suggest that. It seems we are getting into 
a lot of detail on our respective ridings. I would like to ask a lot of questions 
about Cookstown, Tottenham, Shelburne and Orangeville. We are all interested 
in our own ridings and in individual items. Mr. Mitchell’s question was all 


right on Sudbury. He asked it yesterday and was told to ask again at the 


time the budget was discussed. He asked if there was going to be any general 
expenditure at Sudbury and he got his answer. But the answering of these 
individual items has taken up a lot of the committee’s time. I think we should 
stick to general policy of the railway in the budget rather than go into a lot 
of’ detail. 

I am, of course, particularly interested in my own cases and would have 
a lot of questions, but I happen to be acting as chairman of the committee. 

-Now, on buildings, is there anything further you wish to ask on that? 

Well, highway traffic protection. 


Mr. FRASER: Mr. Chairman, I brought this up on other occasions regarding 
highway crossing signs which are now on street crossings. 

The CHAIRMAN: Yes, that is the one we are on now. 

Mr. FRASER: I suggested in this committee some few years past that crossing 
signs should be sloped the way the railway crosses so that they show the people 
coming to the railroad track which way that track lies because sometimes it is 
rather dangerous. You might think it is a straight crossing, and it will turn out 
to be at an angle. If the railway was coming from the other direction you 
might put a stripe on the bars sloping from the lower right hand side up to the 
top on the left. 

Mr. CHEVRIER: Is that not a matter for the Board of Transport Com- 
missioners? 

Mr. Gorpon: I think it would come under the regulations of the Board 
of Transport Commissioners, yes. 

Mr. FRASER: Would it not be a good a for your company to suggest it if 
you thought it worth while? 
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Mr. Gorpon: Yes, but I would not care to deal with it as a practical matter 
at the moment. However, I will make a note of it and have our operating 
people look at it. 


Mr. FRASER: Thank you. I brought up before in this committee about the 
new freight cars which you are building. Why not put a coloured line across 
the bottom of those freight cars so that people at night—and in a rainstorm— 
might see them, instead of seeing the present dirty brown colour only. 


Mr. GORDON: Because it would be extremely dangerous. 
Mr. FRASER: Why? 


Mr. GorDON: Because in the marshalling of trains we cannot control the 
type of freight cars which may be in those trains. We handle freight cars from 
all over North America and from every railway in the United States. There 
are over one million involved. 

If we had our cars marked with a light stripe, then, anyone coming along 
at night would see them with the headlights on his car, but there might be 


a blank occasioned by the cars of some other railway which did not mark its — 


cars with a light stripe, being included in that freight train. Therefore the 
automobile driver might presume that the train had gone by, and drive into the 
side of the train. So I think it would be very dangerous. 


The CHAIRMAN: You are getting into technical engineering aspects. 

Mr. FRASER: I think that most American freight cars have big white 
lettering on them. I have not seen any American freight cars yet that have not 
got big white lettering on them stating to which line they belong. 

Mr. GORDON: Are you talking about reflectors and lights? 


Mr. FRASER: No, I mean something painted on the bottom of the freight 
car, let us say six inches or a foot high which would refiect your lights. 

Mr. Gorpdon: This whole question of safety measures is under constant 
examination by a joint committee of the railways. I cannot answer whether 
this particular point has been brought up, but certainly every a ae idea 
which would mean safety has been under consideration. 

Mr. FRASER: Every week or so you can read where somebody has been 
killed by striking freight cars. 

The CHAIRMAN: Consider highway crossing protection and signals. These 
signals involve about $11 million. Does that mean signals on the highway? 

Mr. Gorpon: No. It means operational signals, centrallized traffic control, 
and that sort of thing. ; 

The CHAIRMAN: I think in ce there is a feeling throughout the country 
that we do lack on both railroads sufficient warnings at the tracks. 

I have been a member of parliament for some 30 years, and I can 


remember in conjunction with other members along the border in Peel and ° 


other places, that we got signal lights installed through the Board of Transport 
Commissioners. 

The railroad has put in hundreds and hundreds, but there are still lots 
of places where the train service is fast, and there are a lot of dangerous places 
yet. With the increase of automobile traffic and with the speed of cars 
increasing, this is a very important point. 

The item you have under railway crossings is not very large in view of 
the whole dominion. It is $799,000. 

I think nearly all the members here have similar situations in their 
districts, and that they feel very strongly about it. There are a great many 
accidents still and there are a lot of places where safety measures could be 
increased. I merely pass that on. . 
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Mr. RyNARD: I would like to ask a question about this point: whether the 
highway department and the elimination of level crossing is a better answer 


than signals or lights, because often times these signals fail to operate. 


The CHAIRMAN: A crossing would be safer. 
Mr. Gorpon: We have had practically no reports of failure of signals where 


they are installed. They are under very careful supervision all the time and 


I cannot recall any accident report that I have looked at—and I look at them 


very carefully—where the cause has been the failure of signals. 


If a signals fails, it fails negatively. It will go red. If anything goes wrong 
with it, it will show “stop.” So it is not the failure ofa signal which causes an 
accident. | 

I would like to comment in a general way on what the chairman said. I 
think there is a popular misconception that the matter of grade crossing acci- 
dents is the sole responsibility of the railway. It is not the responsibility of the 


~ railway. 


The cause of accidents arises in most part out of the highway approach. 


In most cases we have been there for half a century before there was any 


highway traffic. So when motor cars begin to come along, there is a grade 
crossing and this makes it dangerous for us as well as for themselves. 

As a railway we do not see why we should pay for the cost of signals or 
underpasses or overpasses to look after highway traffic. There is a grade crossing 


fund established, out of which contributions can be made upon the authority 


of the Board of Transport Commissioners for any grade crossing which becomes 
dangerous. Any person may make representations in regard to a dangerous 


- erossing. 


We will always approach these representations on the basis that we are 


perfectly happy to have signals installed, or underpasses or overpasses con- 


structed, but not solely at our expense. We are prepared to pay a share of it, 


but not all of it. 


Mr. CHEVRIER: My comment is this: that while what you have just said 
is true, it strikes me that the amount provided for highway protection in this 
item is small in relation to the fact that parliament last year or the year before 
increased the amount to be paid into the grade crossing fund. It is now, I think, 
$15 million. 

The Board of Transport Commissioners will determine that out of that 


E fund there will be so much money paid to the Canadian National Railways and 
- so much paid to the Canadian Pacific Railway; and the railways themselves have 
: _ to pay a certain portion depending on what you said a moment ago as to relation- 


ship between the highway and the railway and how long the railway has been 


a there, vis-a-vis the highway. 


In view of the fact that the grade crossing fund has been so highly 
increased, it seems to me that the amount paid by the Canadian National 


| Railways should be greater than the amount stated here. I do not say that 
critically. | 


Mr. Gordon: You are looking only at the portion that we will pay out; 


a but our portion of a particular project may be only ten per cent, so you cannot 
_ judge it. 5; 


Mr. CHEVREIR: In view of the fact that the grade crossing fund was so 


: highly increased, it seems to me that this figure should have gone up in 
- proportion. It seems to me that this is not sufficiently high compared to what 
_ it used to be. 


Mr. Gorpon: Inspired by whom? 

Mr. CHEVRIER: By the Board of Transport Commissioners. 

Mr. Gorpon: Who should take the initiative? That is the question. If 
we ourselves reach the conclusion that a particular crossing has become 
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dangerous we will take the initiative and bring it to the attention of the Board 
of Transport Commissioners and ask for action. But remember there are — 
33,000 crossings across Canada. 

Mr. CHEVRIER: As I understand it, the matter is generally taken up by 
the municipality or the province, whichever is the owner of the highway. 
Most of the time of course it is done by the railways. But it strikes me as im- 
portant that this amount seems to be rather small in comparison with what 
parliament has done to increase the grade crossing fund. 

However, I may be wrong. faye 

Mr. GorDON: You cannot judge it merely from the figures you see here 
because you have fourteen other railways in Canada who are dealing with the 
grade crossing fund. a 

It would appear that there is an implied criticism of the Hoatd of Transport | 
Commissioners in what has been said here. I do not think it is a fair criticism © 
at all, and the matter should be looked at in the overall. This fund covers all 
the railways in Canada and you cannot judge it by our particular share of it. 

You may find that the Board of Transport Commissioners has substantially — 
increased the fund in the light of the factors you mentioned. 

Mr. CHEVRIER: The criticism was meant to be of the Canadian National 
Railways as well as the Board of Transport Commissioners. I hope you 
understood me rightly. | 

Mr. Gorpon: I am not aware of any crossing applications which we have > 
resisted apart from representations about our share of cost. | 

Mr. SMITH (Simcoe North): I take it that this $799,000 includes the 3 
Canadian National Railways’ contribution to both signal lights as well as 
to grade separations? 4 


Mr. Gorpon: You are talking about highway crossings? 
Mr. SmitH (Simcoe North): Yes. 
Mr. GorpDon: It covers all forms of crossing rotee On. 


Mr. SmiTH (Simcoe North): What has been the experience of the Canadian — 
National Railways in the matter of changing the arms on your gates? I mean — 
the shortening of the arms so that they actually cover only one half of the — 
road? What has been your experience in respect to that change? | 


Mr. DINGLE: There is no difference at all. Both types are broken. 


Mr. SMITH (Simcoe North): Following that question, what results have 
you had from receiving complaints about the removing of the pedestrian arm | 
on the gates? 


Mr. Gorpon: It has not come to my attention. 


Mr. SMITH (Simcoe North): On the big gate there is a short arm on some 
crossing gates, and these have been removed. . 


Mr. Gorpon: I have heard nothing about it. However you just cannot fool — 
the public: They will crawl under it or climb over it or do anything at all. 
They will commit suicide as far as we can see, if they are bound and determined ~ 
to get across; they will take chances no matter what you do. : 


Mr. RyNaRD: When you meet with the Board of Transport Commissioners — 
to deal with these problems, what criteria are there having to do with the 
putting in of grade crossing separations or putting in lights? 

Mr. GorDON: The Board of Transport Commissioners will at any time upon > 
application from a responsible party, conduct an examination of the crossing © 
and arrive at a conclusion as to whether it is dangerous and needs protection. 


e 

q 

' Mr. RynarpD: Accordingly to the ones I have observed in my own small — 
way, a few people have to be killed before there is any action taken. There © 
is one right close to my home town where two people were killed. It is a very F 
dangerous crossing. 
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_ Mr. Gorpon: Every crossing is potentially a killer. It does not matter how 
_ limited the traffic may be. There are bound to be occasions when someone is 


. careless at a time when the train happens to be passing. Consider a crossing 
- where there may be only one train a week. It is quite possible that somebody 


- will step in front of that train. 

4 Mr. RYNARD: My point is this: There must be criteria. The crossing I 
. mentioned looks dangerous to me. The main line of the Canadian National 
_ Railways goes through there, and not only that, but on that road traffic has 


- increased terrifically over the last ten years because of the big pele develop- 


~ ment in that area. 


Mr. Gorpon: In those irene eens it is the public duty of the local 
municipal authority to make representations about that crossing. 


Mr. RYNARD: They did, but nothing was done. 
Mr. Gorpon: I know, and the reason is that it will cost them some money. 
Mr. RynarpD: What are the criteria? Is it the cost in money or the loss of 
life? 


Mr. GorDON: It is the degree of danger in relation to the traffic going 


~ across that crossing. 


Mr. SMITH (Simcoe North): Sometimes where there is a real need for a 


4 light, the municipalities have found that the railway involved drives a pretty 


4 hard bargain. 
) Mr. Gorpon: J am glad to hear that. It shows we are watching costs. 
Mr. SmitH (Simcoe North): But in our desperation to get a light, where 
' pressure is put on the local municipality, sometimes they might agree to pay 
» more than their just share. . 
~~ Mr. Gorpon: What happens is this: we appear before the board. Let us 
say it is a municipality involved. The Board of Transport Commissioners is 


| _ the judge and they will decide on the basis of the evidence coming before them 


what is a fair apportionment of that expenditure. You might say that we drive 


g a hard bargain. 


The CHAIRMAN: We peonhie all have a responsibility for it. 
q Mr. RynarpD: What is the cost of establishing one of those warning lights 
or warning signals? 

Mr. Gorpon: Do you mean a flashing light? 

Mr. RYNARD: Yes. 
Mr. Gorpon: There are several different types. The cost runs about 
$12,000. 

Mr. RyNARD: On one railroad a man was killed at the age of 22 years. 
He had an earning power of $150,000. His father was completely crippled. 


Mr. Gorpon: I suggest to you that this is unfair special pleading because 


even if we put in a $12,000 light, it would not guarantee that a young fellow 


a would not get killed. We have many accidents taking place at protected 
_ erossings because people will take chances. They will drive over the cross- 
- ing after the light has begun to flash and the bell had begun to ring, again 
® and again. 

I am not so sure but that if you made an analysis you would find there 
were almost as many people killed at protected as at unprotected crossings. 


_ I do not think it is fair to bring in an emotional suggestion that a young 


4 fellow is worth more than $12,000. 
a Mr. RyNarD: I am not being emotional in any way. But I would like 


- to know what the results are. You are making the statement or suggestion 


: that these fiashing signals are not all right. 
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Mr. Gorpon: They are all right. 

Mr. RYNARD: You are suggesting that they might be all right. We think so. 

Mr. GorDON: There is only one positive cure, and that is an underpass or © 
an overpass. . 

Mr. RyYNARD: Have you the figures that show where accidents have 
happened where there were flashing signals? 

Mr. Gorpon: The Board of Transport Commissioners keep very careful 
records of accidents. They are the governing body in respect to that particular 
point. 

Mr. RyNARD: I will drop you a line about it. 

Mr. Gordon: Or perhaps you had better write to the Board of Transport 
Commissioners. E 

Mr. HeEEs: Might I suggest that Mr. Rynard or anybody else who has a 
problem about safety crossings or anything like that go to see the Board of 
Transport Commissioners. The board is located at the Union Station. You 
Should go to see Mr. Sheppard, the chairman, and have a talk with him 
about it, or with whoever he designates, and find out what the situation is 
in your particular area. He will be glad to see you. 

Every person I have suggested should go to see him has had a good 
reception. 

Mr. Rynarpb: I thank the minister for this kind suggestion. 

Mr. CREAGHAN: The federal government is now contributing approximately 
$15 million towards the grade crossing fund per year. Who does the con- 
struction? Is it done by the Canadian National Railways or the Canadian 
Pacific Railway? Do they get that money and spend it? 
| Mr. Gorpon: We usually install the protection. 


Mr. CREAGHAN: Who actually spends or administers that $15 million 
federal government grant? 


The CHAIRMAN: It is the Board of Transport Commissioners. 


Mr. Gorpon: In the simple matter of installing lights, we do the work 
and we recover the sum. Larger projects however, such as an overpass are 
usually carried out in cooperation with the highway departments. In that 
case the work is done by either authority as directed by the board. Whoever 
does the work, will recover the amount that has been agreed upon by the 
Board of Transport Commissioners. 


Mr. GuUNDLOCK: Might I have an approximate fears of the usual cost 
sharing of such lights that have been mentioned? 


Mr. GorDON: There is no standard. It depends on the circumstances. 


The CHAIRMAN: The municipality pays for part of it and the province 
wae for part cot: 1%: 

r. Gorpon: If you take it on an average for last year, our share of 
eM ee for the various projects affecting the C.N.R. amounted to 17.3 
per cent. 24.7 per cent was the portion paid by the municipalities and the 
other authorities of like character, and 58 per cent was the contribution from 
the grade crossing fund. That is the average. The individual items will vary, 
depending on the circumstances. 

Mr. CHEVRIER: How much does that represent in total? 

Mr. Gorpon: About $965,000 for grade crossings on the CNR. That was 
for the year 1957. That was my point a moment ago. The amount we require 
in our budget is small compared to the $15 million which has been voted 
this year. 
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Mr. CREAGHAN: There is no doubt that the railway was there first and 
that you own the facts. But you brought in dieselization and you are speeding 
up your passenger trains all the time. 

I think it would be only appropriate, seeing that it is a national company, 
that you adopt a different outlook and say: because we are putting on this 


_ type of equipment, we should be consistent, because our trains are now going 


y faster all the time, and the municipalities are very hard up for funds, so 
perhaps we should bear a greater share of the cost. 


Mr. Gorpon: I think there is a great distortion being written into the 
record. 

The Canadian National Railways has no objection whatsoever to protection 
at each and every crossing. Nothing would suit us better. 

The only point is, that of the apportionment of cost. 

A court has been set up by parliament known as the Board of Transport 
Commissioners which sits in judgment on each case. Every party having an 
interest appears before that court and it is the decision of the court which 
decides on what shall be a fair apportionment. We only put forward our 
views. 


Mr. CrREAGHAN: But the ; small or rural municipality cannot afford to 
send a solicitor to appear before the board. 


. Mr. Gorpon: The Board of Transport Commissioners will take that into 
account. It is their judgment as to what is a fair apportionment. 


Mr. Heres: If any member feels that any crossing is improperly guarded 
in his constituency or in any other constituency, he should go and see Mr. 
Sheppard and talk it over with him at the Board of Transport Commissioners. 
If he will go and explain his case to Mr. Sheppard, it is possible that he will 
get a better deal for a particular crossing where he thinks an injustice has 
been done. 


Mr. Gorpon: Or, if members of parliament should feel that the grade 
crossing fund should be administered on a different basis, then let them 
change the law and have it done, or make the government do it. You can 
increase that $15 million if you want to, and the Board of Transport Com- 
missioners could be given authority to bear 100 per cent of the cost if you 
so wished it. 


The CHAIRMAN: There is a lot in what the president has said. Even before 
the election I have heard fellows promise to eliminate all level crossings. 
But following the election, with the long term objective and everything, in 
order to eliminate them it would only cost $360 million to put in lights at all 
the 33,000 crossings. I have heard people talking about it for years. 


Mr. CREAGHAN: I know of the case of a retired old lady who was killed 
in the centre of Moncton. 


The CHAIRMAN: There was a fellow in my district who drove right through 
a gate at Allendale. He smashed the gate, and it cost him something, but he 
— did not get killed. People will drive right through sometimes; and older 
people will go right through with their automobiles. 

Mr. Gorpon: I read that there were 76 deaths on the highway just over 
the week-end. 


The CHAIRMAN: If we could get the Board of Transport Commissioners to 
eliminate all level crossings, I think it would bring better results. And as to 
having as many lights as possible, we have not to my mind made as compre- 
hensive a job of it as it might be. : 

Mr. CHEVRIER: I think the president has put his finger on the matter when 


he gave us the figures that in one year the expenditure amounted to about 
$900,000. 
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My point is.that the Board of Transport Commissioners have so many 
other duties that I do not think they have the necessary time to deal with 
these applications. They take a great deal of time, particularly those for 
overpasses and underpasses. There is always a long list of applications before 
the board, and by the time the board gets to deal with them, these accidents 
are taking place. 

In other words, with the increase of money coming out of the grade 
crossing fund, I do not think that the money is being spent on the same basis 
as it is being voted. I may be wrong, but I think there is something to it: 


The CHAIRMAN: We have had a pretty good discussion about it, and we 
know where the responsibility lies, and the probable charges for each. 
Now, ‘Roadway and shop machinery”. 


Mr. CARTER: Before we leave signals, may I ask if the same system of 
signals is used on the Newfoundland railway as is used on the mainland? 


Mr. Gorpon: You are talking about the signals on the railway or about 
crossing ‘lights? 
Mr. CARTER: I mean railway signals. 


Mr. Gorpon: No. We took over the Newfoundland railway with the 
signals then in use, but we have not yet included in the Newfoundland district 
any of the most modern signals such as the centralized traffic control because 
it has not been found necessary to do it. 

We only put centralized traffic control on single track lines where (Her 
is a sufficient density of traffic to repay us for the very heavy expenditure. 
We do not think that C.T.C. is necessary in Newfoundland. 


The CHAIRMAN: You pretty nearly have to be an engineer in order to 
discuss signals. 


Mr. Gordon: Our program is not mentioned in the report, but we have © 


made a survey of the entire system to establish just where we could instal 
C.T.C. in the light of density of traffic in particular areas. 

We now have 4,489 miles of track in various divisions across the system 
where we believe the economics would justify that installation. 

Now, if we were to do that all in one fell swoop the cost of that installa- 
tion would be something in the order of $40 million. What we are doing, 
therefore, is bringing forward a certain amount each year, depending on the 
total amount of our capital budget. We are planning approximately 498 
miles for completion in the 1958-59 period, and we are also providing for 
budget approval for an additional 593 miles. 


Mr. CHEVRIER: Could you tell us where this traffic control system is 
going to be installed? 


Mr. Gordon: You will see it goes right across various areas and the ones 


we are doing in the 498 miles are, Napadogan to Edmunston, New Brunswick, ~— 


which is 114 miles; Capreol to Foleyet, Ontario, which is 148 miles; Redditt 
to Transcona, which is near Winnipeg, 121 miles, and Boston Bar to Port 
Mann, British Columbia, which is a distance of 115 miles, totalling 498 miles, 
at a cost of $4,239,000. 

Then, we are taking forward into the budget for the following items: 
Edmunston, New Brunswick, to Monk, Quebec, 124 miles; Coteau, Quebec, 
to Hawthorne near Ottawa, 71 miles; Hornepayne to Nakane Ontaria: 136 
miles; Redditt to Sioux Lookout, Ontario, 123 miles, and Sioux Lookout to 
Armstrong, Ontario, a distance of 139 miles, making a total of 593 miles. 

So that the grand total, as shown in the budget, comes to $11,205,400, of 
which $9,381,000 is represented by our centralized traffic control program. 


Mr. CHEVRIER: How much more will have to be done to complete the 
program? 
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Mr. GorRDON: On the program we have formulated we have a total of 


a 4,489 miles, and we hope to handle this on the basis of past provisions over 
_ the next five years. 


Perhaps it might be of interest and I think part of the record what our 


a position is in comparison with the Canadian Pacific Railway. They have 
| approximately 3,211 miles of automatic signals. We have a total of 1,500 


miles of automatic and 689 miles of centralized traffic control, so if you add 
the two together we have 2,189 miles of this specialized’ signalling equipment 


against 3,211 miles for Canadian Pacific Railway. 


Mr. CHEVRIER: Do they have automatic block system or centralized 


_ traffic control? 


_ Mr. Gorpon: They have automatic block. They have no centralized 
traffic control. 

Mr. CHEVRIER: What is the difference? 

Mr. GorRDON: You get into a pretty technical description, but we believe 
the centralized traffic control is the last word in automatic signalling. 

The CHAIRMAN: Any other questions on communications? 

Mr. GorDOoN: You see, with centralized traffic control we operate without 
any train orders whatever; the engineer is guided entirely by the lights he 
sees in front of him and he can proceed so long as the signal indications 
permit. 

With simple automatic block train orders are required in addition to 
the signals. Centralized traffic control is much more flexible but also much 
more costly. ae 

Mr. FISHER: Mr. Gordon, you made some remarks that the centralized 
traffic control might have some ramifications as far as the number of employees 


is concerned. If you intend within the next few years to have centralized 


traffic control from Winnipeg right through to Hornepayne that will be 455 
miles— 

Mr. GORDON: Yes. iN 

Mr. F1isHER: —will you give any sort of prediction as to how that may 
affect the working forces in the running trades? 

Mr. Gorpon: I would not like to put it in terms of figures because 
again you get offsetting figures. Centralized traffic control will require a 
different type of maintenance workers which we will probably train from 
our own maintenance forces, but it will be a different type of maintenance 
than there is now in regard to signals. 

Mr. FISHER: Will it eventually have an effect? 

Mr. Gorpon: . Let me deal with the maintenance. We do not think the 
actual maintenance staff will be much affected in terms of numbers. 

Mr. FISHER: What would you say as to the effect of centralized traffic 
control on the running trades—do you think it would have much effect? 

Mr. DINGLE: No, I do not. 

Mr. FISHER: You have been experimenting with inter-communication 
within trains. Is that in these estimates? 

Mr. Gorpon: No, we have nothing in these items for radio communica- 
tion. 

Mr. FISHER: Has that been sucessful? 

Mr. Gorpon: It has been sucessful in tests. The crews are very anxious to 
use it but some have requested additional pay if we ask them to use these 
radio phones. This is one of the items under negotiation at the present time. 
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The CHAIRMAN: Roadway and shop machinery. I think that is just gen- 
eral. What is the wish there? 3 . 
Communications. I see that includes the Hudson Bay Railway, which 
looks $24 million for Hudson Bay Railway? 


Mr. Gorpon: No, this is the total for all. It is everything, inelicsne 
Hudson Bay Railway, the grand total for the system. 


Mr. CHEVRIER: Is there anything concerning your microwave in com- 
munications? 


Mr. GorDoN: Yes, there is. 
Mr. CHEVRIER: Would you tell us about that, please? 


Mr. GorDOoN: The microwave that we have, I believe, is, of course, a re- 
vote item because it has been in'play for some time and covers contracts that 
we have successfully tendered on for the C.B.C. The microwave system be- 
tween Quebec and Jonquiere totals $360,000. 


Mr. CHEVRIER: Is there one from Winnipeg to Montreal and Toronto? 


Mr. Gorpon: No, we have not got the Winnipeg one. Really we have got 
the French language broadcasts. That is what we have successfully tendered 
on. 

The microwave from Sydney to St. John’s is a main item and we have a 
total re-vote item covering $8,200,000. We also have included in this item 
quite a lot of work for the Department of National Defence, which is treated 
as secret items. We provide the facilities for them, but we do not divulge the 
nature of the facilities or the locations. 


Mr. CHEVRIER: Does that arise out of the construction of submarine cable? 
Mr. Gorpon: No, I am talking about microwave. 


Mr. CHEVRIER: Has it any relationship to the submarine cable which comes 
out at Sydney and you take the line on to St. John’s? 


Mr. Gordon: That is not the Department of National Defence; that is our 
regular service. 


Mr. CHEVRIER: For this $8,200,000? 


Mr. GorDon: The $8,200,000 here is for the microwave arrangement 
between Sydney and St. John’s, which will have a by-product effect on our 
own communications. Basically it has to do with the Canadian Broadcasting 
Corporation. 

We are continuing the work on our microwave system, which will extend 
from Sydney to St. John’s. That covers that and a lot of additional work and 
technical work—access roads to the site, land, auxiliary items to this system 
such as 21 repeater stations along the route. All that contract work has been 
awarded covering the erection of the towers and so on. The first stage of the 
project will, we believe, be completed in 1959. The second phase will be the 
installation of the general communications system. The total of all this is 
estimated at $8,200,000. 


The CHAIRMAN: Any further questions on communications? 


Mr. SMITH (Simcoe North): Generally speaking, on this summary I would 
like to make a suggestion that possibly another year highway crossing protec- 
tion might be divided into two categories, one, grade separation, and the other 
lights and other protective devices. 


Mr. GorpDon: It might be possible to do that. 
Mr. SMITH (Simcoe North): In the subdivisions of the budget. 
Mr. CHEVRIER: You will have to consult your counsel first. 
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Mr. GORDON: We would be quite willing to do it but we have spent a lot 
of time trying to simplify this presentation and I think it would be wise to 
leave it as is. We do not want to lengthen it. 


Mr. SmitH (Simcoe North): Except I think that was one item we took an 
unnecessarily long time to pass this morning. 


Mr. GorDon: We could put it on the basis that I wil endeavour to make a 
breakdown for the committee, if at all possible. 


The CHAIRMAN: Page 4, then. 
Mr. CHEvRIER: That first line, Mr. Gordon, is completed, is it, the Hillsport- 


_ Manitouwadge? 


Mr. Gorpon: Yes, the only amount you will notice we have got in there is 
$60,000 to complete it. 

This section covers all the branch lines that have been authorized by 
special acts. The bottom part of the report shows you the amounts of expen- 
ditures we are making on each line in the 1958 period. The Hillspart-Manitou- 
wadge, $60,000; then the Beattyville-Chibougamau-St. Felicien is $7,300,000 


this year, and including this it will cost $10,305,000 to complete that line. Then 


there is Bartibog-Heath Steele Mines $200,000, the amount required to complete; 
then Sipiwesk-Thompson, the International Nickel line, $44 million will be 
spent this year, and total cost will be $5,385,000. The Optic Lake-Chisel Lake 
line is estimated to cost $10,165,000 and we expect to do $2 million of the work 
this year. 


Mr. CHEvRIER: Is it too early to make any comment on how the first half 
of the Beattyville-Chibougamau line has operated? 

Mr. GORDON: From a traffic point only? 

Mr. CHEVRIER: Yes. 


Mr. Gorpon: At the moment and in the last few months the traffic has 
been disappointing, largely because of the lead-zine decline generally in regard 


to exports. 


Mr. FIsHER: Is it in order for me to ask at this particular point on new 
lines if you have received any inquiries as to any sort of a line near Nakina 
to the area of those large low-grade iron ore deposits that are held by 
Anaconda? | 4 


Mr. GORDON: Yes we are studying that now, but we have not got to the 
stage of anything definite as yet. 


Mr. CHAIRMAN: Anything on page 4? 
Page 5. 


Mr. Rospinson: Mr. Chairman, I am just wondering if our hotel service is 


making money? 


Mr. FISHER: Could I pass this list down to him? 

The CHAIRMAN: Was that not taken up yesterday? 

Mr. FISHER: Yes. Here is a summary. 

The CHAIRMAN: This is the capital budget for 1958 that we are discussing. 


Mr. Rospinson: I understand we are spending a total of $11 million on 
these hotels for 1958, so I would like to find out— 

Mr. Gorpon: No, the total we are spending in 1958 is $6,859,000, of which 
$5,841,000 is represented by the clean-up work on the Queen Elizabeth. The 
Queen Elizabeth is well within its budget, I may say. So the other expenditures 
for all the hotels is only $1,018,000, of which $600,000 represents an addition 
to the Nova Scotian hotel in Halifax. 


Mr. CHown: May I ask again the cost of the Queen Elizabeth hotel? 
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Mr. Gorpon: The budget item for the building itself is $20,837,000 and for 


the furnishings and equipment the budget item is $4,950,000. We have not 
finallized all accounts yet, but, as I say, on present expectations we expect to 
be within that budget. 


Mr. Roprnson: May I ask, Mr. Chairman, in picking out this profit and . 


loss has this capital expenditure been taken account of on that? _ 


Mr. Gorpon: I do not know what statement you have, but our figures 
include interest on capital. 


The CHarirMAN: Any other comments or questions on hotels? 

Equipment, page 6; any questions on equipment? 

Mr. CHEVRIER: Just one question, Mr. Chairman. Of the amount of equip- 
ment, for instance, locomotives, passenger cars, sleeping cars, freight cars, 
special cars, and so on, how much of this goes to the Newfoundland railway? 


Mr. GORDON: We have budgeted for delivery in Newfoundland three 
locomotives, five items of passenger equipment, 130 items of aes equipment, 
making a grand total of 138 units—$3,287,000. 


Mr. GunpLock: I would like to ask a question about locomotives, the 


comparison of price between Canadian locomotives and United States loco- 
motives. 


The CHAIRMAN: I think you mentioned that yesterday. 


Mr. GUNDLOCK: Well, I did not get the answer to that question yesterday, 
Mr. Chairman. 


Mr. Gorpon: Let me put it this way: I cannot give you a precise figure 
because we are not actually getting tenders from American companies for 
diesel locomotives delivered in Canada. We have bought diesel locomotives 
over in the United States and delivered in the United States, but I can say 
that the 223 per cent duty effectively shuts out the purchase of diesel loco- 
motives from American manufacturers here. ; 

Mr. GUNDLOCK: I realize that, Mr. President, but I would just like for 
information to have a figure regardless of duty on how much a locomotive 
costs in the United States and how much it costs in Canada. 


Mr. Gorpon: This is as near as we have got it and it is a few thousands ~ 


one way or the other. If you take a typical road switcher unit—that would 
cost us about $180,000 in the United States and that same unit will cost us in 
Canada $220,000 to $225,000. 


Mr. GUNDLOCK: Thank you very much. 


Mr. SMITH (Simcoe North): What is the life expectancy of an average 
road diesel? : 


Mr. GorDoN: We do not know, we have had no experience. It depends 
on what kind of maintenance. Let me state it this way: you take a steam loco- 
motive, it can last forever because you just keep on rebuilding parts in and 
it never needs to be retired at all until finally it gets to the point where it 
is an obsolete model. However, steam locomotives are going out. With diesel 
locomotives, we have not had sufficient experience with them to decide their 
life. For depreciation purposes we have estimated a life of 20 to 25 years. 


Mr. SmitH (Simcoe North): The purpose of that question, Mr. Gordon, 
was that once your dieselization is completed there will not be a great field 
for manufacturers of diesel railway locomotives in Canada? 


Mr. Gorpon: No. They are very well aware of that fact. 
The CHAIRMAN: Any more questions on equipment? 


Mr. BOURBONNAIS: How many proposed box cars are to be built this year? — 
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Mr. Gordon: You will notice on the page in front there are 2,472 items 
of freight cars in this budget, which were authorized in prior years. 

The new requests included this year cover 200 flat cars for Canadian 
lines, 100 flat cars for the Grand Trunk Western, 500 gondolas, 900 hoppers, 
125 auto transporters, 100 covered hoppers, 100 special pulp wood cars and 
455 enterprise hoppers, making a grand total of 2,480 units. We have no box 
cars on order or intended to be ordered this year. 

Mr. BouRBONNAIS: No box cars whatsoever? 

Mr. Gordon: We have a surplus of box cars in relation to present-day 
traffic volume and anticipated volume over the next year. 

Mr. BOURBONNAIS: That means the car builders will be out of work for 
a good period of time? 

Mr. Gorpon: No. There are orders for other types of freight equipment 
which they are working on now and which have not been delivered yet. They 
are working on past orders because you will see in the item there are 2,472 
freight cars, to be delivered, which I have touched on, and 225 cars in process 
of delivery, and on 2,255 to be ordered for delivery in 1959. You are quite 
right in this sense, that our orders or anticipated orders for the car building 
companies will not be as large as in the past. 

Mr. BourRBONNAIS: How about the Budd car program, is the Canadian 
National Railways interested in buying them? 

Mr. Gorpon: Yes, I mentioned that yesterday and in this budget we have 
a requested authority for 20 self-propelled R.D.C.’s, that is the Budd cars, 
and we expect 15 to be delivered in this current year. 

The CHAIRMAN: Any further questions on equipment? | 


Mr. CHEVRIER: Would I be impertinent if I asked the position of box cars 
vis-a-vis the United States and Canada? How many box cars are in the United 
States and how many here? 

Mr. Gorpon: I think I have that with me. 

Mr. CHEVRIER: Can we get it later? 

Mr. Gorpon: I have it right here. I have got it for December 1957. 

Mr. CHEVRIER: It seems to me it is a quarterly report. 

Mr. Gorpon: I have got the figures as related to our annual report, but I 
should have more up-to-date figures. 

Mr. CHEVRIER: Could we have it as of December?. 

Mr. Gorpon: Yes, as of December Canadian National Railways cars in 
the United States were 8,602 boxes, and at that time the United States box 
cars on Canadian lines totalled 3,254. Do you want me to name all the different 
classifications? 

Mr. CHEVRIER: Oh, no. 


Mr. Gorpon: The grand total, I think would be of some interest’ to you. 
As of December 31 Canadian National Railways cars in the United States of 
all kinds totalled 10,598, and United States cars operating on Canadian National 


lines in Canada was 13,558. So we were using a balance of roughly 3,000 more 
of their cars than they were of ours. 


Mr. CHEVRIER: Could I get a later dated figure later? 
Mr. Gorpon: Mr. Dingle can give it to you in a moment. 


Mr. Rosinson: Mr. Chairman, near the bottom of the page, $2 million 
for special experimental equipment. Could we be given an idea of along what 
lines that experimental work is? 
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Mr. Gorpon: That is an item we put in more or less as a contingency 
item to enable our research people, if they run into some specially good idea 


during the year, to start research on it. We have had very great success with 


our research. For instance, we produced the auto transporter and it is now 
in use. That was a result of our own experimentation in consultation with 
industry. We now handle eight automobiles per car as compared with three or 
four. We have also developed the pulp wood car. Also under consideration is 
what we call the all-purpose box car, a car with adjustable doors that will 
open wide enough to take in any kind of traffic, such as grain, lumber and 
many other kinds of traffic. 

We are experimenting with a heated box car that we can use heated in 
the winter and unheated off-season. We have designed flat cars for truck 
trailers and we have examined various kinds of metals in trying to develop a 
light-weight car. Aluminum is a case in point. We have developed a number 
of uses for aluminum which will fit in and will give us as much stability as 
steel, but will give us light weight. 

Mr. Ropinson: This automobile car, for what purpose is that? 


Mr. Gorpon: Transporting new automobiles from the manufacturers to 
various places in Canada for delivery. 

Mr. CHEVRIER: Are there any studies being carried on with reference to 
locomotives, new coal-burning locomotives? 

Mr. Gorpdon: No, the last research job that I faeranee was the Mordell 
job in McGill University on the use of gas turbines, but there has been no 
progress from a coal-burning point of view. There have been some develop- 
ments in the United States towards extending that study to oil-burning 
locomotives. 

I can give you those figures now, Mr. Chevrier, as of June 1. We fight 
as well clean it up. 

Mr. CHEVRIER: Thank you. 


Mr. Gorpon: Canadian National cars on United States lines on June 1 
totalled 8,330, and United States cars on Canadian lines totalled 7,610. 

Mr. Dineue: And as of July 6 we had.a credit balance of 2,694; in other 
words, United States lines have more Canadian cars than we have American. 

Mr. CHEVRIER: To the extent of 2,694? 

Mr. DINGLE: Yes. 

The CHAIRMAN: Any other questions on equipment? 

Investment in affiliated companies. 

Mr. Harpie: On page 7, we have in the past twelve months heard a great 
deal in regard to a survey being carried out by the Canadian National Railways 
on the proposed extension from Grimshaw, Alberta, to the south shore of Great 
Slave lake. I am wondering if the president could give us a preliminary report? 

Mr. Gorpbon: I think the minister can deal with that. 

Mr. HEES: We dealt with that yesterday, Mr. Hardie. These reports and 
surveys are being studied very actively by the government at the present time. 


Mr. HARDIE: Has a report of the survey been made to the government? 
Mr. HEES: Well, it depends on what you mean by a survey. 


Mr. HARDIE: Well, according to the information we have from yourself and 
the Minister of Northern Affairs an economic survey and a road and route 
survey took place. 


Mr. Hers: That is right. Weighing up one road against the other from the 
standpoint of cost of construction and what might be expected in the way 
of a return from carloadings and so on in the future, one route against the 
other. 


ee eee 
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Mr. HarpigE: Could not the minister tell us whether or not the railway 
companies have suggested that they will pay a portion of this rail line? There 
must be something in their report. 

Mr. HeEES: That is all in the report that the railways have given to us 
and we are considering at the present time. 


Mr. CHEVRIER: How much will it cost to build the railway, Mr. Minister? 


Mr. Hees: I think I would sooner wait until we have considered this 
matier fully and have come to some conclusion on it. 


Mr. CHEVRIER: Well, might I ask this question, will legislation be introduced 
at this session? 


Mr. Hers: That is what was forecast in the speech from the throne. 


The CHAIRMAN: I think we are getting a little off centre here. You are 
dealing now with page 7, investments in affiliated companies. 


Mr. HarpiE: I think these questions properly come under this item, and 
the Northern Alberta railroad. 


Mr. GORDON: Do you want me to say anything about it? 
Mr. CHEVRIER: I wish you would. | 


Mr. Gordon: My position is quite clear. It is that at the request of the 
government, the Canadian Pacific Railway and the Canadian National Railways 
have made a reconnaissance of the routes of railway into Pine Point, and we 
have also given collateral information as to the economic possibility of a 
railway line. 

That report has been made to the government and the government is 
considering it. Therefore there is nothing more I can say about it. The report is 
in the hands of the government. 


Mr. CHEVRIER: Have you considered both lines from Waterways north, 
and from Grimshaw north, both alternative routes? 


Mr. Hers: Yes. Both these routes have been considered. 


Mr. FISHER: Would you indicate how satisfactory the cooperative arrange- 
ment has been that exists here with the Northern Alberta railways between 
the two railways? 


Mr. Gorpon: It is a joint operation, 100 per cent. We have no difficulty at 
all in reconciling our mutual interest in that particular operation. 


Mr. FISHER: So, projecting the thing ahead, it would probably continue to 
be satisfactory wherever the extension should go? 


Mr. Gordon: That is why it would be dangerous to discuss this. There has 
been no decision made as to how that line is going to be operated. 


Mr. CHEVRIER: Can you say whether the Northern Alberta Railways 
operated jointly by your railway and the Canadian Pacific Railway, will make 
a capital contribution to the cost of the construction of this line? 


Mr. Gorpon: The minister can tell you whether we said it or not. It is 
not for me to say because the report is in the hands of the government and 
I cannot comment on it. 

Mr. Heres: I would not want to make a comment at the present time 
about any of these matters. They are all under very active consideration by 
the government at this moment. When we have reached a conclusion, then 
I shall be glad to make a statement. 

The CHAIRMAN: It is pretty hard to expect the minister to tell us. 

Mr. HarpiE: That is the same answer I got last November. 


Mr. HrErES: You are getting closer to the final answer. 
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The CHAIRMAN: I think it is pretty hard to expect the minister to give 
an answer about something that is being considered by the cabinet and not 
concluded yet. ; 

Mr. CHEVRIER: But he does not change his answer anyway. 


The CHAIRMAN: He has even more responsibility in that respect than 


I have to the committee. 
Mr. CHEvRIER: Perhaps you could answer the question. 
The CHAIRMAN: I would not even if I could. 


Mr. Harpiz: From this reconnaissance survey can the railways give a 
fairly close estimate of the cost of constructing the railway? 


Mr. Gorpon: I have expressed my view to the minister. 
The CHAIRMAN: Is number 7 agreed to? 
Agreed. 


A 


Number 8, “Capital obligations including equipment principal payments 
during the year ending December 31, 1958.” 
Agreed. 


“Operating budget, 1958”, page 9. Would you like the president to make 
a short statement? 


Mr. Gorpon: Again, I would like to make a short statement of introductory 
comment on our 1958 operating budget. 

The operating budget for the C.N.R. is at best an informed guess which 
actual events can easily alter. The figures involved are so large and the 
operating margin so narrow that a small percentage variation in any of the 
numerous revenue or expense items can produce a considerable ae in 
the predicted net result. 

In common with other North American railways the Canadian National 
has been experiencing a persistent decline in carloadings with a resultant 
decrease in revenues. This decline began to show in the early summer of 
1957 and has persisted through the first half of 1958. Although it is too 
early to be sure that this decline has been halted, recent figures give some 
reason to believe that the Canadian National’s revenue position will strengthen 
during the second half of 1958. Consequently, the actual results to date, 


coupled with our estimate of revenues for the remainder of 1958, lead us 


to the expectation that if revenues total $700 million the deficit for the year 
will be around $55 million based on freight rates, material prices and wage 


rates prevailing at the end of 1957. Any increase in the cost factors Phan vi. 


inevitably add to the deficit now forecast. 
So, with that in mind, you can now examine the detailed figures. 


The CuHairMAN: Are there any further comments? 


Mr. CHown: Is it possible for you to make a comparison between the net 
position of the Canadian Pacific Railway in 1957, and in the years 1956 to 1957 
indicating to the committee the standard of the private line basis in those two 
years? 

Mr. Gorpon: Yes. Yesterday I dealt in some detail with the difference 
between the Canadian Pacific organization as compared with ourselves, and 
I pointed out at that time that there were a great number of factors which 
were not comparable. 

One specific factor is that the Canadian Pacific Hatiuray has other income 
included in their revenues to an extent that we do not have... 

Mr. Crump himself pointed out that it amounted to about 60 per cent. 


The CHAIRMAN: You were not here when the president explained this 4 


yesterday, Mr. Chown. 
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Mr. CHown: I do not want the committee to waste time on something 
which I can read in the minutes. 

The CHAIRMAN: Well, he explained yesterday about the different situation. 

Mr. CHown: Very well. 

Mr. Gorpdon: I quoted Mr. Crump to this effect. He said that the propor- 
tion of total income provided by his railway enterprise dropped from 80 per 
cent in 1928 to around 60 per cent in 1957. That is what Mr. Crump said 
about the Canadian Pacific Railway; that only about 60 per cent of their revenue 
came from railway operations. 

So that makes a compan igor ee would be very difficult for us to 
establish. 

Mr, Pascoe: In your first report you show an operating revenue of $753.2 
million, while on the next page you show it as $763.2. There must be an 
extra $10 million somewhere. 


Mr. Gordon: Where do you find $763.2? 
Mr. PAScoE: On the green chart on the next page. 
Mr. FISHER: Is it poor proof reading? 


Mr. Gorpon: No. The chart on the next page includes other income. On 
page 29 you will find other income of $10,055,332, which added to Railway 
Operating Revenues of $753,165,964 ‘produces ie potal revenue figure of $763.2 
million. 


The CHAIRMAN: That proves that Mr. Pascoe is following very closely 
what is going on here. 


Mr. Ropinson: Could Mr. Gordon give us an idea of the profit and loss 
on the passenger service and on the freight service? 


The CHAIRMAN: That was dealt with pretty extensively yesterday in this 
other report. I am sorry that you were not here, Mr. Robinson, but you will 
find it in the other report which we dealt with yesterday. I think the president 
can cover it fairly quickly, but I do not want him to repeat so much with all 
the talking that he has to do. 


Mr. GorDON: I am not sure that I gave this figure accurately, as it is a 
sigh difficult thing to establish definitely what is the so-called passenger 

eficit. 

If we work according to the I.C.C. formula—that is Inter-State Commerce 
Commission of the United States—they produce a formula which is a book- 
keeping formula to arrive at what the cost of passenger service is—if we 
apply this formula, we would show a deficit in passenger operations of $90 
million last year. 

I immediately qualify that figure because I do not agree with the formula. 
It is a very complex one.as it attempts to take account of all the probable 
overhead expenditures that should be allocated to the operations of the pas- 
senger business. 

What I am trying to say is that if we went out of the passenger business 
completely, we would not save $90 million. We would still require the rail- 
road line, most of the terminal facilities, and so on, for our other rail operations. 

However the passenger business uses the railway line, and the terminal 
facilities, and some share of the cost should be allocated to it. 

I repeat, I am not suggesting that we would save $90 million if we went out 
of the passenger business. But on the basis of the formula, $90 million is the 
figure which confronts us. 


Mr. Rogsinson: Could you give us an idea of how much they are gradually 
cutting the passenger lines of the company? 
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Mr. GorpDon: To the maximum permissible where we are able to ie it 
in terms of alternative services available to the public. 


Mr. ROBINSON: Can it be done to the extent of making passenger lines 
profitable? . 


Mr. Gorpon: No, I do not think it is possible. I cannot foresee a situation : 


where our passenger business in the overall will operate without some deficit. 
Mr. CHEVRIER: It is the same in all countries. 
Mr. GorDon: Yes, that is true. It is the same all over. 
The CHAIRMAN: If there are no other questions or observations, we are 
ready for a motion. 


Mr. CHEVRIER: May I ask one question in connection with the train which 
the Canadian National is withdrawing from service - between ial: and 
Quebec city? Is the president aware of the facts? 

Mr. DINGLE: We have a double service from Montreal to Hervey connecting 
with a duplicate service from Hervey west. The trains are scheduled about an 
hour apart, and there is to be a consolidation Berne cd the two, caused by lack of 
patronage, on August 10th. 

Mr. CHEVRIER: Has consideration been even to seouiapuening Hes 


Mr. DINGLE: We have some wires on hand about it, but we have not as 
yet answered them. 


Mr. CHEVRIER: Well, will the representations that have been made from ye 
Val D’Or-Rouen area to re-establish this train be considered? 


Mr. Gorpon: This matter has already gone before the Board of Transport 
Commissioners. 


Mr. DINGLE: Yes, and we intend to make the change on August 10th. We 
have some representations as I said, but they have not yet been dealt with. 
Mr. Gorpon: I have not seen them. But I shall see what they are. 


Mr. CHEVRIER: Perhaps you might be good enough to reconsider the 


decision. 
Mr. Gorpon: I will reconsider it so long as that does not bind me to 
changing it. 


The CHAIRMAN: “There is a statement on supplementary depreciation of 
steam locomotives which we should hear before we pass this report. 


Mr. GorpDon: Yes, I can deal with it quickly. This is an accounting matter 


which has given rise to some adjustment in our figures. That is unfortunate, 

but nevertheless it has arisen. It is a fact that there is a difference of opinion 

between lawyers and accountants as to the proper way to deal with this entry. 
The reasons for including this charge may be summarized as follows: 


(a) The Canadian National did not apply depreciation accounting 
to steam locomotives (or to other equipment) until January 1, 1940. 


(b) In the normal course the normal depreciation rates would 
have been sufficient to care for the write-off of all steam locomotives at 
their normal retirement dates, i.e. at the time of physical exhaustion. 


(c) The dieselization program now adopted will entail retirement 
of substantially all steam locomotives by the end of 1961. As a con- 
sequence the economic life of the 1,444 steam locomotives in service 
at December 31, 1957, will expire and the locomotives will be retired 
before their physical life—on which the depreciation rates are based— 
is exhausted. 

(d) The depreciation reserve will, therefore, be deficient by an 
amount which may be in excess of $30 million; the exact amount will 
be governed by retirement dates of the individual units. 


' 
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(e) The company and its auditor—who is appointed by and reports 
to Parliament—reached the conclusion that the exercise of prudent 
business judgment requires the requitment of this deficiency by charges 
against income. In effect this entails utilizing a part of the savings derived 
from the new diesel equipment to pay off the steam locomotives replaced 
thereby. 


The amount included in the 1957 accounts is $7.5 million; an identical 
amount was included in the original 1958 Capital Budget and Estimated Income 
Account. 


The Government reached the conclusion that: 
(a) Existing statutes do not permit it to pay to the Canadian 


National the portion of its deficit represented by a supplementary charge 
for depreciation on steam locomotives. 


(b) It does not favour inclusion of specific authorization in the 
1958 Financing and Guarantee Act. 


In the light of these conclusions it was necessary for the Canadian National 
to take two steps to adapt itself to the government’s decision: 


(a) Reverse the 1957 charge by credit to operating expenses in 1958. 
(b) Amend the 1958 Capital Budget and Estimated Income Account 
to reverse the 1957 charge and to eliminate the 1958 charge. 


A means will have to be devised of disposing of this deficiency without 
charging it against income. This will probably entail charging the deficiency 
against shareholders’ equity, either currently as each steam locomotive is 
retired, or in a lump sum when the retirement process is completed. 


It is a question of a difference of opinion as to how the entry should be 
made. We have to be governed by the opinion of the law officers of the crown 
plus the wishes of the Minister of Finance. 


Mr. FISHER: I have one final question in relation to your budget for this 
year. Would you agree that your central problem is that of the whole wage 
negotiation situation? 

Mr. Gorpon: I would say that it was the major problem confronting 
us now. 


I repeat that these estimates take no cognizance at all of any possible 
wage increase we may be obliged to settle for. 


We have stated to the conciliation board that we should not be giving 
any wage increase. That board has not made its report yet. 


The CHAIRMAN: On page 10 you have the capital budget and the operating 
budget of the Canadian National (West Indies) Steamships. 

Mr. CHEVRIER: You cannot deal with that until you have dealt with the 
report of the Canadian National (West Indies) Steamship lines. 

You need a motion to adopt it. 

Mr. SmitH (Simcoe North): I move that we adopt the report. 

Mr. CHEVRIER: I second the motion. I intended to move it. 

The CHAIRMAN: It has been moved by Mr. Smith (Simcoe North), and 
seconded by Mr. Chevrier that the Canadian National Railways budget be 
passed. 

Agreed to. 

Now, you have the annual report before you of the Canadian National 
(West Indies) Steamships Limited. Do you wish Mr. Gordon to read it? 

Agreed. 

60680-6—10 
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ANNUAL REPORT 1957 


- Operations of Canadian National (West Indies) Steamships, Limited were 
curtailed during 1957 by a strike called by the Seafarers International Union 
effective July 4. As a result of the strike, which remained unsettled at the 
year end, the number of voyages made by company vessels was reduced to 33 
from 54 in the previous year. The year’s operations produced a deficit of 
$648,850, compared with a surplus of $23,281 in 1956. 

The company’s financial results are summarized in the flea & com- 
parative table: 


1957 1956 
Operating (revenues). pw nis ee, dene 6 ’ $4,012,162 $6,125,470 | 
Operating expenses Pie os ee ae Ah 4,617,526 6,052,570 
Net operating deficit or surplus ...... 605,364 72,900 
Interest ‘charees eae 6 Poe eee a i 43,486 49,619 
Deco orcosurplis’ yee ewe eae $ 648,850 $23,281 


Traffic and Revenues 


Operating revenues amounting to $4,012,162 showed a decline of 34. 6%. 
Freight and charter revenues of $3,887,740 showed a reduction of similar 
proportions, while passenger revenues totalled $99,054, a drop of $45,269. 
Miscellaneous revenues decreased by over $5,000 to $25,368. 

During the six-month period when the ships were in service, the company 
benefited to some extent from higher rates on cargoes. The rates for south- 
bound and inter-island traffic increased by approximately 10% and 20% 
respectively while the rate for sugar showed an average improvement of 
about 12%. Sugar formed slightly more than half the total tonnage carried 
on all services. 

Operating Expenses 

Operating expenses were down $1,435,044 or 23.7%. The fleet was main- 
tained throughout the strike on a basis which would permit resumption of 
services on reasonably short notice and as a result considerable expense was 
incurred without any corresponding revenues. These expenses, which consisted 
of officers’ wages, port and shore expenses and the cost of insurance, fuel and 
provisions, are recorded as ‘‘Lay-up expenses” and amount to $602,556. 


Labour Dispute 


The events which culminated in a strike at mid-year began with the 
submission in September 1956 of demands by the S.I.U. for increases in basic 
wage and overtime rates, and for certain changes in working conditions. The 
ensuing negotiations having failed to produce agreement, a federal conciliation 
officer was appointed, and subsequently a Board of Conciliation and Investiga- 
tion. The Board’s report, issued late in March 1957, was accepted by the 
Company but rejected by the union as a basis for settlement. 

Following the withdrawal from service of all the unlicensed personnel 
the Company offered a wage increase substantially higher than that recom- 
mended by the Conciliation Board. This offer was not Ree e within the 
the specified period. 


At the time of submission of this report the service had not been restored. | 


Capital Expenditures 


Capital expenditures of $64,019 were made during the year to provide 
additional refrigeration on the five smaller vessels. Installation of this equip- 
ment had not been completed at year end. 

The Balance Sheet and Income Statement for the year will be found on 
pages 6 to 8. 
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INCOME STATEMENT 
OPERATING REVENUES 


Freight and Charter 


Passenger 
Other 


eeeeeeeveeeeeeeevreeeeeeseeeeeeee 


1957 1956 


pbialeie Subp ot oA uha eaten pe OOM eta Ot med COU aa 
99,054 144,323 


Sita SA ay Us ita leas lncelln We PU NnaTalle, ch) Shae Co 25,368 30,810 


eoeeee @ 


OPERATING EXPENSES 


Vig teen ede ice Gees & fora eete 4,012,162 6,125,470 


VGVARELIEXDOCNSES 4 Ge SU A aera ae yar egaan's 3,460,164 5,460,598 
LAVA MEXPENSES ru Kal he a eae twp pues ae 602,556 15,948 
Depreciation on vessels ...........0000. 215,201 275,234 
Management and office expenses ....... 210,251 215,523 
Pensionsy ayy aes Scag Cs aes Fea ue Ne hs cots Sree te ) 55,000 55,000 
OPN eR ye yeiae a no like ote SOU aaa ae AR RE 14,324 30,270 

POEAL ae hy ees vist eke ok en 4,617,526 6,052,570 
Net operating deficit OPVSULPILUIS eae aoe 605,364 72,900 
Triterestocharces silo. fice yan wane ree 43,486 49,619 

DeRCILY OL SSULDIUS Sue oe fe $ 648,850 $ 23,281 

FLEET AT DECEMBER 31, 1957 
Dead- 


*“Canadian Challenger’’.... 
Constructor’... 
Cruiser? caer 
Conqueror’’.... 
Highlander”.... 
Leader” i243. sa5 

Observer”’...... 


*“Canadian 
*“Canadian 
“Canadian 
“Canadian 
“Canadian 
“Canadian 
“Canadian 


Victor” 


3 ener 2 +o ‘ier ie Le 


Gross weight 
tonnage tonnage 


Diesel-powered and refrigerated.. 6,745 17,460 
Diesel-powered and refrigerated.. 6,745 7,460 
Diesel-powered and refrigerated... 6,745 17,460 


Rem Sera ted: wee wer ee eT eee og Saat 2,930... 4,532 
Refrigerated | 2s. dle via eee oe Roee, 2,966 4,532 
Refrigerated “(u's ues Say cudets a aterees 2,930 4,532 
Refrigerated: ss S46 ete, ei een 2,967 4,532 
Refrigerated or ea ke eee 2,963 4,532 


34,991 45,040 


*Each of these motorships has five double and two single staterooms providing 
first-class accommodations for up to 12 passengers. 


This completes the annual report for the operations of the company. 
The CHAIRMAN: Now, gentlemen, you have got page 10 here. 

Mr. CHEVRIER: Dealing with the report. | 

The CHAIRMAN: Are the pall bearers here? 


Mr. CHEVRIER: May we have a statement from the president about the 
recent change of the flag from Canadian to Panamanian or Trinidadian registry? 
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Mr. GORDON: Yes, we reached a point at which no settlement was in sight 
with the S.I.U., and we determined that if an effort was to be made to restore 
the service we would have to look elsewhere for crews. We could do that on the 
basis of changing the flag. 

After consultation with the minister an appropriate agreements was 
reached, and it was permissive. We therefore changed the flag to that of 
Trinidad for the purpose of engaging, in this case, personnel outside of Canada 
to operate the vessels really on the basis of making the operational site at 
Trinidad rather than in Canada. 

Mr. CHEVRIER: You recommanded to the Minister of Transport that the 
flag be changed? 

Mr. Gorpon: I did. 

Mr. CHEVRIER: Now you have recommended that the flag be returned to 
that of Canada. 

Mr. GorDon: No, that is not strictly correct. What has developed is this: 
a decision has been made that having observed what transpired since the 
strike, and having seen that trade between Canada and the West Indies was 
adequately cared for by private or other ship operators, there was no need for 
continuing this service. 

Any basis for the restoration of these services would involve a heavy 
deficit. So all things being considered, the company recommended to the 
government that the service be abandoned and the ships sold, and the com- 
pany’s assets disposed of. 

In considering that recommendation it was decided that it would be better 
to transfer these ships back to Canadian registry for the purposes of sale, and to 
leave it up to the purchaser to make his own decision about what flag he would 
operate under. 

Mr. CHEVRIER: It was on your recommendation that the flag was returned 
to Canada so far as these vessels are eoncerned. 

a GoRDON: No. 

-CHEVRIER: Did you recommend to the minister that the flag be 
eee to Canada once again? 

Mr. Gordon: No. Our recommendation was to sell the fleet. And since 
the Minister of Finance is the majority shareholder of the company, we had to 
get the shareholder’s consent before the company could dispose of its assets. 

Mr. CHEVRIER: Whose decision was it to return the flag to Canada? 

Mr. GorpDoN: That would be the decision of the shareholder for the 
purposes of the sale. 

Mr. HEES: It was the decision of the government that, having accepted the 
recommendation of the company that the ships should be sold, it seemed the 
sensible thing to do was to transfer the ships back to Canadian registry for the 
purpose of sale; and as Mr. Gordon said, to leave it to the final purchaser 
to decide how he wished to operate the ships. 

Mr. CHEVRIER: What was the purpose of transferring the flag in the first 
instance? 

The CHAIRMAN: Mr. Gordon has explained that. 

Mr. Gorpon: Yes, I have explained it. When the flag was transferred in 
the first instance, we were exploring every means whereby we could restore 
service and operate the ships despite the conflict and this discussion which had 
arisen with the S.IL.U. 

But once the S.I.U. had refused our offer, we decided we would have no 
more dealings with that union. 
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Mr. CHEVRIER: You also came to the conclusion that because there were 
other services for the West Indies it would not be profitable to operate the 
steamships. When did you come to that conclusion? 

Mr. Gorpon: We could not possibly operate them on the basis of the wages — 
that were being asked by the S.I.U. If the ships had been returned to service, 
it would have resulted in a deficit in operations. 

That decision was made when the matter of continuing the service was dis- 
cussed. A few years ago we reviewed the service and we were very doubtful 
about the wisdom of continuing it. At that time consideration was given as to 
whether we would abandon it. 

However a departmental committee was set up by the government, and 
the whole situation was examined from the standpoint of trade. A recommenda- 
tion was made, adopted, and announced in the House of Commons, that the 
Company would continue the service over a period of five years in the hope 
of demonstrating that it could be operated profitably. ; 

But then we got into this labour dispute. 

Mr. CHEVRIER: How long did you operate under that five year period? 

Mr. GorDoN: Two years, and we had shown a small profit in the meantime. 
Then we were faced with these unreasonable demands, and on the basis of 
those demands we advised the government, and we satisfied ourselves that we 
could not operate that service on a profitable basis. It would mean a subsidy 
to be met by the Canadian taxpayers. 

In the first instance the government wanted us to explore every possibility 
of continuing this service so we said “very well’, if we should transfer the 
flag and hire crew personnel outside of Canada and pay the wages that our 
competitors pay, then there was a slight possibility that we could operate it at. 
or near a break-even point. And that is why we transferred the flag. 

Mr. CHEVRIER: Is your competitor under the S.I.U.? 

Mr. Gorpon: No. There are a number of foreign flag boats of which: the 
Saguenay Terminals is the best known, but there are also a lot of other ships 
in the trade which are not under the Canadian flag. 

Mr. CHEVRIER: You have not sold the ships? 

Mr. Gordon: Not yet, they have been offered by tender and we are now 
in the process of examining the bids that have been received. 

Mr. CHEVRIER: I have a complaint about the manner in which the ships 
have been put up for sale in that, contrary to the usual practice, there is 
no expiry or closing date on the sale of the ships. I have a notice that appeared 
in the Montreal Gazette and it just says: 

The owners reserve the right to sell vessels at any time a satis- 
factory offer is received. 
Why was that practice adopted? 

Mr. Gorpon: The sale of a fleet of ships is a completely different matter 
than selling doughnuts and milk. First of all, the offer is circulated through 
the shipping trade all over the world. 

Now, in order to arrive at what seemed to us to be the best way of ex- 


tracting all the money out of it that we could, we had to make them available 


on a basis of what somebody could offer for one ship or four ships or three 
ships, or for the whole fleet. We wanted to give everybody an opportunity 
to bid as suited their circumstances. There is no handicap in that to anybody 
because they are all free to bid as they wish. We did not want to put a 
closing date in for the reason that, as of now, the market for ships is seriously 
depressed and we had no way of knowing whether we could sell them within 
a matter of weeks or a month or three months. Therefore we wanted to offer 
ample opportunity for all interests who wished to bid to get a chance to get 
in their explorations and bids. 


3 
; 


oie 
i 
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Mr. CHEVRIER: It is exactly those groups who are interested in purchasing 
ships that complain about the fact that there is a non-closing date. If you 
would just allow me to put on the record what their complaint is. They 
object to the lack of a closing date for the receipt of the tenders. They say 
it places them in an unfair position as it permits the Canadian National 
Steamships to negotiate what amounts to a private sale at any time. They 
maintain that this does not appear to be right from the fact that this is public 
property which should be disposed of in this manner, and they say if there 
was a closing date they would be in a better position to submit a bid. They 
say if they submitted a bid in those circumstances it is fair and reasonable 
because of the knowledge they have of the value of these ships they would 
have no way of knowing whether their tender had been accepted because 
of the lack of the closing date. They also stated if an unsatisfactory bid is 
received new tenders could easily be called for at a later date, and I am 
wondering why—I do not know a great deal about ships, but it strikes me 


that perhaps consideration might have been given to the position of a closing 


date. 

The CHAIRMAN: Do you think we would get more that way? 

Mr. Gorpon: I would make two comments on that, Mr. Chairman. The 
first, if the complainants that you are referring to are seriously interested in 
the ships it is surprising to me that they have not made any representations 
to us about the question of a closing date. We have had no complaint along 


“that fine, 


- Mr. CHEVRIER: He has definitely. 
Mr. GorDON: Well, I would like to know on what basis he has made it. 


The second thing is, whatever his argument may be on that point it is 
from the point of view of the buyer and quite consciously we have adopted 
the method of sale which we hope will get for us the largest price we 
possibly can. The sale of ships is very, very tricky business. It took us over 
a year to dispose of the last ship we had for sale and I do not know when 
we will dispose of these. We are hoping in the next week or ten days that 
two or three bids which are of interest will have reached the point where 
we are able to dispose of them. 

I do not want to speak disparagingly, but there are all sorts of tricks of 
the trade. It is a very complex business. For instance, you sell ships “as is, 


and where is’, or you will get a bid where they insist on dry-docking. If we 


get into a position of dry-docking the vessels for examination the purchaser 
can raise all kinds of questions and cause all kinds of complications. So it is 
a difficult sale and I can only summarize it by saying that in my opinion a 
serious purchaser is not handicapped by the method which we have adopted. 

Mr. CHEVRIER: Let me ask this final question then: has it not been the 
custom to give a closing date on sales of ships generally? 

Mr. Gorpon: Well, I would not like to say... 

Mr. CHEVRIER: I am informed that it has and I thought that perhaps you 
knew that such had been the practice. | 

The CHAIRMAN: Well, are there any other questions? 

Mr. Gorpon: I would not like to make a statement here. We have pretty 
good information as to what transpires in the sale of ships elsewhere but I 
would rather not make the statement until I am sure of my facts. I believe 
there have been ships sold without any advertisement at all. 

Mr. CHEVRIER: Not by any crown company. 

Mr. Gorpon: I wonder. I will not make that statement. 

Mr. SmitH (Simcoe North): Have any firm bids been received? 


152 SESSIONAL COMMITTEE 


Mr. GORDON: Yes. We have not received bids that could be regarded at all 
as enthusiastic bids. As I say it is a difficult sale. 

The CHAIRMAN: Well, gentlemen, it is 12 o’clock. Is it your wish to com- 
plete this one item? Are you satisfied, Mr. Chevrier to complete it? 

Mr. CHEVRIER: Yes, go ahead. 

Mr. FISHER: One question: is the S.I.U. the one that has Mr. Banks at the 
head of it? 

Mr. GORDON: Yes. 

Mr. FISHER: Then he is the one that is having trouble with the Canadian 
Pacific Railway on the west coast. 

Mr. GORDON: Yes. 

Mr. FIsHER: I have heard it said there is a certain poetic justice in this 
situation since Mr. Banks was brought to this country by the employer 
organizations. 

Did the Canadian National Railways have anything to do with bringing 
him here to the organization? 

Mr. GorDON: Back in 1948 and 1949—this is before my time and I am 
talking from hearsay—there was a dispute of this very company in which 
it was alleged that the then existing union was heavily infiltrated by com- 
munists and there was a strong communist influence in that union. There came 
into being a jurisdictional dispute in which Mr. Banks, dealing as the head of 
the S.I.U. made a big bid to take over the union. Now, when you say he was 
brought in, I do not think that is the case. He came in. But there is no doubt 
about it in the course of it all, he formed a union which made an agreement 
with the company at that time and the other union lost the right of represent- 
ing the employees. 

The CHAIRMAN: Are there any other questions? 

Could we have a motion for the adoption. 

Moved by Mr. Martini, seconded by Mr. Chown that the capital budget 
and operating budget of the Canadian National (West Indies) Steamships 
Limited be passed. What is your pleasure? 

We pass them both, the annula report and budget. 

Mr. CHEVRIER: No, they are passed separately, Mr. Chairman. 

The CHAIRMAN: Well, I had a motion on it, Mr. Chevrier. 

Mr. CHEVRIER: No, you did not have a motion from me on this. You 
had a motion from Mr. Martini to approve the annual report. 

Mr. Gorpon: This annual report of the Canadian National (West Indies) 
Steamships should be moved and seconded and passed and then the capital 
budget of the Canadian National (West Indies) Steamships should be moved 
and passed and this winds up the capital budget, Mr. Chairman, more or less. 

The CHAIRMAN: Moved by Mr. Martini then, and seconded by Mr. Chown 
that the 1957 annual report pass. What is your pleasure? 

Agreed to. 

Now, we do not have a motion on the budget. 

Moved by Mr. Smith... 

Mr. CHEVRIER: May.I ask the minister one question before this budget 
passes. Has any consideration been given to the purchase of one or two of 
these Canadian National ships by the government, to be given to the British 
Federation for purposes of control by them? 

Mr. Hees: It .is our understanding that these ships are not what is 
required or wanted by the West Indies Federation. It is a much smaller ship. 
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Mr. CHEVRIER: I fail to understand that because these ships operated, 
did they not, when they were in operation, between some of the islands of 
the West Indies? 

Mr. Gordon: That is quite right, but the requirement of the West Indies 
is what they call inter-island trade and these ships are not suitable for the 
type of inter-island trade. 

These ships were moved from port to port, but not in the kind of traffic 
that the West Indies is interested in. 

Mr. CHEVRIER: Well, these ships operate from island to island, do they not? 

Mr. Gorpon: Not in this kind of trade. 

Mr. CHEVRIER: Well, I am asking you if the ships operated from island 
to island. I did not say “in this kind of trade’, I simply asked the question 
if these ships of the Canadian National (West Indies) Steamships operated 
from one island to another of the British Federation. 

Mr. Gorpon: They landed at various ports throughout the islands, yes. 
I have not got a list of the ports. For instance, we called at Trinidad and 
Nassau and we called at the Leeward islands, Kingston Jamaica, and so on. 
We called at those various points, but the trade which the Federation of the 
West Indies is interested in is a type of what might be called coastal trade 
between smaller ports among the islands from which these ships would not 
be suitable. é 

Mr. CHEVRIER: What does the dry cargo passenger vessel cost of the 
Canadian National? 

Mr. GorDON: You want the cost of the individual vessel? 

Mr. CHEVRIER: Yes, I want to compare it with the cost of the ship which 
is being provided to the British West Indies. Perhaps we could have it looked 
up in the estimates of the minister. 

Mr. Hees: I have not got it here. 

Mr. CHEVRIER: Do you not know what the cost of the new ship is going to 
be—around $2 million, is it not? 

Mr. Hers: Something in that nature, yes, I believe. 

Mr. Gorpon: That particular vessel? 

Mr. CHEvriER: The most up-to-date one. 

Mr. Gorpon: Dry cargo ships here are all of the same type and they are 
all in our books at a cost of $546,154. That is the value at which each is 
recorded in our books. They are all at the same figure. 

Mr. CHEVRIER: Well, I thought the minister said the ship wanted was a 
much smaller ship than this? 

Mr. Gorpon: That is right. 

Mr. CHEVRIER: And I took it to mean much less costly? 

Mr. Gorpon: The diesel vessels cost $1,288,000. 

Mr. CHEVRIER: The diesel vessel is also a passenger vessel? 

Mr. Gorpon: Yes, it will carry twelve passengers. 

Mr. CHEVRIER: That is what prompted my question in the first place, that 
it was going to cost the government money to provide the ship— 

Mr. HEEs: I am not sure of the figure, but I can check it up very easily. 

Mr. CHEVRIER: It seemed to me that perhaps one or other of these vessels 
of the Canadian National Steamships could serve the purpose. You tell me it 
could not. 
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The CHAIRMAN: Are there any other questions? If not, there is a motion 
by Mr. Smith (Simcoe North), seconded by Mr. Bourbonnais, that the capital 
and operating budget of the Canadian National (West Indies) Steamships, 
Limited, pass. What is your wish? 

Agreed to. 

The CHAIRMAN: Now, gentlemen, we are a few minutes from the 12 o’clock 


deadline and we did have the securities trust and the auditors’ report to deal. 


with. Is it your wish that we might sit a few minutes longer and see by 
12.30 if we can conclude the securities trust? It is only a matter of form, 
I think. 

Mr. GORDON: The securities trust is a pure formality. 

Mr. CHEVRIER: What did you want to deal with first—the annual report 
of the auditors? 

The CHAIRMAN: The securities trust. It is just a matter of form. 

Mr. CHEVRIER: Where is it, Mr. Chairman? Z 

The CHAIRMAN: I think the securities trust is pretty much a matter 
of form. - 


THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST 


MONTREAL, 3rd. March, 1958. 


The Honourable George Hees, M.P., 
Minister of Transport, 

Ottawa. 

Sir, 

In conformity with Section 17 of The Canadian National Railways Capital 
Revision Act, 1952 the Trustees of The Canadian National Railways Securities 
Trust submit the following report of the transactions for the calendar year 1957. 

Application was made to the Governor in Council for the release of 
$864,000 principal amount Canadian National Railway Company 44% Thirty 
Year Guaranteed Bonds, due July 1, 1957 in accordance with resolution dated 
September 26, 1957 and approval was so granted under authority of Order- 
in-Council P.C. 1957—1487 dated November 18, 1957, which securities will 
be cancelled and cremated. 

The Trustees present herewith the Balance Sheet at 31st December, 1957. 


D. GORDON, 
For the Trustees. 


eee ee 


155 


RAILWAYS, AIR LINES AND SHIPPING 


"SqUNOIDW paiazLoYy,D SG6T ‘Yous pre 
‘O00 8 HHONOL V ADUOAD ‘TBolqUOyy 48 poyeq 


"CS6T “OV UOISTASY [eqideDy skemjrey TVUOIyeN UvIpeUBD oY], JO suOTIstAoId 94} YYIM soUepsI0008 UT 
"G61 ‘LoquIede(] “4STE 7B SITVe S,4SN1J, oY} JO 0784S OY} JO MOIA 4d01100 pus onsy B 4IGIYXo OF sB Os dn uMBIP A]sodod st yooYg vouR[eg eAoge oY} ‘UoruTdo IMO UT 


‘soleqisodap oy} WrOI} SoywoyTy109 Aq 10 UOTZVUTUTeXe A POYLIOA 19M ‘OJoIOY poyoezye ZV PUB [VW So[Npoyog UT 4NO qos sw ‘soryIIND9g 1OYIO PUB [eIA4eT[OD OUI, 
“LE6T “Ioquiesed “4sTg pepue rwoA oY4 IOJ 4YSNIT, SoTyLINosg sAvMpIVY [VUOTYVN UBIPVURD os, JO sp1ose1 puw syood oy4 pourUTeXe oABY OA 


SYOLIGNV 4O ALVOIMILYAO 


*4a7]]0.1AWUOY 
‘ATOOL "If 


Ih G68 ‘C31 LE ‘T $ IP ‘G68 ‘ZCI “LBE‘T $ 


6& LS ‘509 ‘O56 “86T ‘Arenuer “4ST JO SB onyea peyeys [VII SY) POPSedoKe UG Se es Kr ne tig hg ey el 


eV 8Npoyos—__ SerFanoes 194 4O 
-9101]} JSOLOPUT PUB SUITETO JO ONTVA YOO oyy YOIYM AQ QUNOUTY teeter eee eee ees 


TV 9npeyog—sorqrinoag [e1078[]09 
—Pp/[PH SOTFLINIVGG 


411-169-088? SOLS oe Se 4SN1LZ, SetyIInd9g 9Yy4 JO yoo4s [eq1dvo ayy Jo 
oNn[VA YOO vy} Suryooye ‘[ Gg] ‘1equieveq 
“4ySTE 09 ‘296, ‘Arenuve 4s] Woy We4shg 
AVM[IVY [BVUOTYVN UBIPBVUBD JO SUOTIOVSUBL, 


L0-269 18h Le 
1G €I8‘10¢ ‘tg = AuvduroH Avmprey [euoryeN weIpeuey 


$8 259 ‘9ze “01 ier pie, temo a exete AVMITCY oyloeg yunsy, puviy 
C6 ZO8 ‘0cZ ‘Col Flee e an Nh neva Pu Sobel toy deat Tobe. ABMITCY yuniy, puviy 
G9 168 ‘SOL ‘608 g CRE ROS aae ABMITIVY UIOY}ION UBIPBURD 


—susBo’T UO 4S010}UT IO} SWIIRIO 


Nee 805-008 (S700 392 


GL 146'986'96 °° AuvduroH Avaprey [euoTeN uerpeueD 

: 80 669: 900.90 bene Sa es ABMTIVY OYToVT YuUNIy, puBsyy 

20 Get *QI¢ ‘g7¢ ¢ a C961 Arenuer "4ST 18 on[ vA ps1B19 ee SSI *Z8S ‘OTT ong eAel Cpe ae eke ey Cees 8s a peer ABVMILEY yun y, puery 
—yooys jeqidvo onjea avd ou jo sereys goo‘'oog'g—Aued OL GOS PES Cig Sos Set AVMIIVY UIOYJION uvipeusy 


-“W0D ABMTIVY [VUOTIBN uvIpeuBD Aq pouMG yo04g [eydeg —suvo'7y jo [edioutig 10} saure[D 


SHLLITIGVIT ; SLUSSV 


1961 ‘UAAWAOA “81 LY LAAHS SAONWIVA 
LSNUL SHILIGNOAS SAVMTIVY TVNOILLVN NVIGVYNVO FHL 


SESSIONAL COMMITTEE 


156 


88 &31 ‘S26 °% 
GP OLT ‘869 ‘8 
pL ZOL‘6EE ‘ES 


Per ee ee 


00 296 ‘66h ‘L 
00 000 ‘8F0 ‘es 


~ 00 000 ‘000 ‘ST 


00 000 ‘000 “ST 
GI LPL ‘882% 
CI 918 ‘949 ‘9S 
16 988 ‘6L SS 


PP 96F ‘898 ‘9S 
66 666 ‘601 ‘¢ 

00 000‘002°¢ 

09 ¥€9 ‘169 ‘9F 
L¥ ZIE ‘6S ‘0S 
¢9 642‘°800 ‘ES 
LZ G61 ‘180 ‘OF 
G9 $00 ‘80% ‘Lz 


6S FIF‘ZIO'Sé $ 


pIBMIO} 

poe ae BS har *poAo14sep suodnod ‘soqyBoYI}10/) UOTZVUIEID) 
etediastn hee tie gar eee poAo1jsep suodnod ‘sozyvoYtz1e() WOTZBUTeI/) 
Shp ERS ie Wate kG needs y aasane deed iausrae S0]BOYT}1e7) ,SIOATOOOIT 


ie. eke 6:10, lal octe Tae eflein6 (4) .05 6 sop. gree) a..0 1 6. Oa bh 8 8 'e eee LT6T ‘OT 19q01O ‘98S 1 10J, 
eo che od ee 6 0 0)0'e 010 6 © 4 08%. 6 epee Susie o.oo 8 © eos “LI6I ‘OT 1340390 ‘9383410 JL 
om san6) 0 abe, 8) 16 1008 0) 6: 0,8 Oo 8 fee (8 0: ChP Oe sve, Oe, CE e  CUOtesMea a, © OI6I ‘7 ounr ‘9883. 10J. 


RC Seas Site ing etoneltells once: ato $y fers ware Nie lee eSeh dee wie 4 Siler spuog BUI[I099 nt 
Re edakera te ceteits came ale erode cule mae Tel wheels anene, ess spuog oses}IOW “4ST is 


eee er were sO a Siren Sk ee ete ela ONT puvwed FP 
e600 e 6 aiole oe ee h oe wale e o.e 6 ee cee ee ee (OA SOTOR puvwed °%9 
eee eee Se SA EMS oN PUSS aasan CPPS ee ts SL SOTO NP pueulsg %9 
NP hen sera iese ce where. Oe Teg sie Ser wuts otal 4: Wireie Ad (oleh © iWife. 6:18) oie 6 (6 SoJON puvwoqg %9 


eee ove RR Ii AE ce ew ee BE ‘Ol Idq ULOAON pe7ep 9985710] 


ORS Rea i RO Og en ER ete en ear aoa SojON puvuroqE %9 
woe e oe eee ere ove geet ewe tet we ee Oe Me een eee SY90}9 ainqueqoq, ue 
5s EES A GRO crevasses nse rab ene te eines sete SoJON pueutocy %9 
ia EAR CAS FN SV EL ROO Oar SoJON pueuog %9 
SE OSES Oa RG a EE ee Ter ee sojoN pueuocy %9 
trate iee re Dessstesretsrseesereesssesgoqonr pueuraq %9 
Epa Pr SI HO EOOR Ce it Te ac So}ON pueuog %9 
Ri Seat oe A al oe RR eR ee eee sojON pueuocqr %9 
leg ares Oe eA daa o Ere eS TARAS aroae ETOCS soioN puso, %9 
“OIGI ‘9g ouNL pus Ez OUNL poyEp SosvSzIOP 
*oUON, 
“OUON 
‘LI6L ‘PF 10q0}90 posesyz10ul SostuIeId UO SI esIVYD “OUON 


PIPH [e1eB[][OQ pue soj0N 


80 66S ‘900 ‘9II ¢ a Wiglepa lave is s¥ 6..6" <1 6,76 fh due’ ©. susie) eieiccenwie -oytoeg yuniy, puerg [2O.L 


86 98S ‘868‘Z 
C9 299 ‘F0L ‘8 


GE ZOI‘F9L ‘SP 


66 668 ‘TLF'L 
6L §90 ‘80'S 
GP €8L‘T80'L 
00 000 ‘000 ‘9 
00 000 ‘80'S 


00 000 ‘000 ‘ST 


GI LPL ‘883 ‘SZ 
ST S&r‘e6z ‘GS 


eae: RY C-17 0) 
-jeyseg pue vyleqry jo sooulAoig Aq posozuRiENns 4se10}UT 
Prreeeressser sesso o@nBUBy JO "yAOH AQ poojUBIeNs 4S910}UT 


Cr 6161 ‘9Z yole yl ‘GEeg a yes 8 ‘SooOUBA PY § I9ATIV0Y 

aDlar Ones CENCE, OSHA tnoTuS, OR SPISN Sh MOMS, Ome oserie) ssUesr ese ek onee “QT6L ‘OT a0 A ‘uvory %9 

efe. @.0 6 6-0 69 le ow @ ie 60 078 © fe «0 8 a 80 0 6 wee ls « LI6I ‘PPP 830A ‘uvoT %9 

eee eres eee ere oer ere eee eee ee Tee OTE ‘TPP 330A ‘usoT %9 

BASES ht OEE OT ET ‘f Joydeyy ‘uBo'yT %9 

fae gas eee e eee eee ‘tees soTeyT ‘p27 roydeyy ‘spuog %¢F 
sat :ABMTIVY OYIOVG YuNIy, puesy 


ee ZS ‘BSE ‘SIT gs Petiakeie-, © Sei aeme vari; < aieCalsiele <6. “os yUNIT, puesy [ej], 
oer ereere SS AAR RE, 9 ieee hs PRR SOUS See cee eS ULE ey 
Aq paozuerens ‘gT6] ‘eg oydeyO ‘oyroed LH OF wwoyT %yp 
wrahiall efieje -Ovee fo 0 eridisinee  eehh levee agen eee, 608 "77 eT et JOA ‘uvo'T %9 
Ce ee ara ts ET Sualaxe ered 4. ele, 6) iy ele 618k) eo anate IZ6L ‘9ZT 930A ‘uBoT %9 
¢ ee ee ee rose emecesseseteavar fore QIOA ‘UBO'T YO 


00 000 ‘000 ‘Sz 


OL COs FEE ‘Ze ¢ seees oer ee oer eves 


38 000‘'926'9S 


9 128 ‘288 ‘T 


00 000 ‘008 ‘Zr 
GP 908 ‘61h ‘FF 
00 2L0‘T19 ‘SF 
00 000 ‘000 ‘¢¢ 
00 000 ‘000 ‘Sz 
00 000 ‘000 ‘Sz 
00 000 ‘000 ‘ST 
00 000‘000 ‘OT 
60 000 ‘F6z '¢ 

89 660 ‘968 'Z 


:ABMIeY YuNIT, puesry 


sreeeess ss UIQUVION UBIPeUByD [2}O], 

Ghe .cinaweiie Thca tele aig hc ane. creme lal ehe) opis ee ‘aA0qB SUBOT BULIGAOD 9389410 x. 
eevee oer e reece * SI6I ‘ge raydey9 ‘uBo'T quoudinby %9x 
ees oeeve ec eee rere eves orere SI6I ‘qoy SoinsBo]l I@M ‘uBo'yT %9 
Oe eer ser oserees oe oreere eoeesore "ses +77eT ‘QeT aJ0A ‘UBOT %9, 
eo oeer eer eer ese eos ee osee oeeteree WEP TCG ‘OZI 940 A. ‘uvo'y %9x 
eee ereses saretede tA cee angie A peat a GE IZA 340A ‘uso'T %9x 
coe e tree eee eee eee eee se Bee tece eee BEG E ‘SOL 870A ‘uvo'y Ix 
co toeseece ere rera rece aceezessieeese tore ve SI6I ‘OII aJO0A ‘uBo'T 9x 
eee eecor wens ee eeee eee eeecesses se IGT A laydeyyO ‘uBo'T %9x 
ecw esrveeor nest eeese oreo eee eee ENC OT GT ‘62 ioydeyyg ‘uBo'y %9 
re er eee ee eS eee Pee ACT Ce ‘f i1aydeyg ‘uso'y %G 
cee er enesone BELLS SAE EE ST Se SST RE ‘9g 1aydeyg ‘uBo'T MF 
¢ eee eer e oe os ee emo eer reer es ovsesece LI6I ‘9 Joydeyo ‘uBo'T %e 


:ABMIVY ULOYJION UBIpeUer 


SuIpuvysyng suvoT 


LSNUL SAILIVNOAS FTHL OL VAVNVO JO LNUWNYAAOD AHL WOU GAUUUAISNVUL SSHNGALAAGNI HO AUVNWAS 
LSOUL SAILINNOAS SAVMTIVY TYNOILVN NVIGVNVO dHL 


LW @iaqgHog 


157 


RAILWAYS, AIR LINES AND SHIPPING 


9¢ SI8‘OIZ ‘TT 
G8 00F ‘016 ‘62 


16 299 ‘286 'Z 


9¢ 088 ‘OES ‘T 
82 868 'F9E 
0€ %29'Z90‘6 


08 208 ‘08S ‘T 
LI S&P ‘ZC ‘T 
IZ 811 ‘96h ‘6 
FZ G28 ‘08S ‘T 


8G ELT ‘169 ‘Fb 
98 SIS ‘SIs ‘T 


96 TE8 ‘Ose *T 
10 O€¢ ‘EIS ‘s 


2 610°SS9 ‘ZI $ 


"SsoJON puvurog Auvdulog AvMIIeYy [BUOIyeN UBIpeuRD %tG 


500 NJ 
pueuoqg Auedwog Avmyprey [euoIeN uevIpeuedg Fg pues %G 


"*"soJON puvuleg Auvduroy ABM[IeYy [VUOCTIYeNT uvIpeuBD %G 


STL aaa cae (SeJVoY 1,10 UOTJVUIEID) suodNOy 4soe104UT *g’ TD 
19 ya oo ae so} BOY T1199 $,1VATOooY *q*T'D) 
Ce 930N pususeg UIOY ION uvIpeUuRy %G 


J el ete (soyBoyTqI0D uoT}yeUIEID) suodnoy 4seI0qUT “gQ°L'D 
(a soy BoYT}I1aO S,4aaTaooy “q“L' 5D) 
oo eee ee oe we ee eee ee eo Oe o}ON puewoeqd U1dY410 N uBIpeuey %G 


ae ne Stee he (so}BoYTyIED uoryeuUIeID) suodnoy 4ser0qUy *q°sL'H 
So RT gener RO Ee S07 BOYTI19D S.19ATa0ayy “TLD 
Ce OJON pueuog UIOY}ION uUvIPvUBy %G 


at ete oe (SoqvoyTpIeD uoTyeueID) suodnoy 4se10quy *g’°sT'D 
chee cine 9 seer eae prea ase so] BOYTI9H $,JoATeooy *q°L 
Ce OJON puewmeq UI9Y410 NI uBIpeUueD %9 


SS Nose Oe ren ree Se eto aoe: 


PIOH [21042 ][0D pus soz0N 


93 899 ‘098 ‘EF9 ¢ 
GL 126986 ‘96 $ 


L& 168°999'T 


9¢ ST8 ‘OIG ‘IT 


G8 00F ‘OT6 “62 
16 2&9 ‘G86 ‘S 


00 000 ‘000 ‘OT 


00 000 ‘000 ‘OT 


00 000 ‘000 ‘OT 


00 000‘0SS ‘FZ $ 


ecweeeone 


SMe Racine fee ere aig ee es SOOO ORIOLE 


tite a voeeesess Kuvduloy ABMIIVY [VUOTZYN UBIPVUBy [BIO], 


9 oa 1e61 
‘yoV UOISIASY [ede oy} AQ poztioyyne yuowysn{pe :ssoT 
beers eove peeoere sorcerer rerseseoes s 2861 ‘9 Joydeyg ‘suvo'T %zG 


Ba lala Ska C4 SE raqydeyo ‘sueo7TT %2¢ pus %G 
OF GW a) eee 0 686 ele 6 © 0” one) 1b 0 6 ele 6 Che Orn 80) 0%66vene 6261 ‘9ee 940A. ‘uBO'T %G 


UN ee ia sR ee a ek ooo eeeoee ‘OZ6I ARS 940A. ‘uvo'T %G 


eo eos ove PP eR eect eee. Ble ee BACs | ‘118 940A ‘uvoTyT % 


oer vee scereer ee ecene es eoes oro eee re reeeos P61 “1ST 940A ‘uvo'T %e 


Ce ees hie eer aes ‘6EI O40 A. ‘uBo'T %9 
-ANVdWOO AVMTIVY TVNOILVN NVIGCVNVO 


SUIpUesING suBO'T 


LSNUL SAILIVNOYS AHL OL VAVNVO AHO LNAWNUYDAOSD GHL WOUdT CHYUAHASNVUL SSHNGHLAAANI JO AUVWWOS 
LSNUL SHILIVNOUS SAVMTIVE TVNOILVN NVIGVYNVO GH 


pepnpu0j—]'y @InagHOG 


00° 00S ‘£62 ‘T see eee sewer cree coer eoes Leese eaeeeacerteetsserseeressessspaer 7 Amp onp ‘spuog eseSyWoP IIT %p OO “APY w1oysomy YUNIT, Puwsy 

00S ‘6P9 oor eevee eed: ke kaye bi (oO: 1) 0,6). On, baw 10 leh ar ele ile) S16 O07! @> 0:8) 0:0 eee A ue whe eo oe oeeeve “OS6I aT Ajne enp ‘spuog 90BS4.10 J 4Sal iT OF 10%) “ATTY UI94S9\\ yuniy, pueiry 

fa HOG O62 Se es Satot aos fone Seainategione cece a sista ceinat Sane! « Mories wer ee ieasuehe rreseceesecoeT “7 ‘ue onp ‘spuog Burps0yg WF 09 ‘ANY oploeg yunry puwsry 

00¢ ‘Dey 'T Since a Sewaincl aire ep eehana GPa Ne) oParewas ma din aiks) Tor suede mane Sele eR ARO AT ‘T -uee onp ‘spuog SUI[IOYS 98e3} 10] qsdl iq one 09 ‘ANY oyloeg yunry, pusiy 

S 00°999 ‘g0g Riretncty acetate URStoa a Goa sO ae ces Bord Vac e eee eevee rece ne 9C6T ‘0% Ayne enp *y0049 aimmjueqeq eSVS1IO[ qsI0 me ‘09 “ATY uI0y}ION uvIpeued 

S 698 ‘6S eee et ee eee Peer re ee ewe eer ence reer etes SC6I ‘0Z Ayne enp ‘yo01g einqueqeaq oSVS1IOW qsIty Mee ‘09 “ATW UIIq ION ueIpeued 

= ChE ‘F629 ee ee aha Be ES ig ie ee I96T ‘6 ABW ENP ‘Yooyg omnquoqod sseszOW IIIT WEE “OD “ATY OlvIUO WOON UeTpeUBK) 

= 160 ‘FES a sees © 6 0 ate a Bie eee an ere 6 Wl ole atte 2 es 0 9-8 eee 8.8 096T ‘F KEW enp *y009C einqueqoq oSBS7 IO]. qSIT A %Wze 09 “ATY eVIogTy UIOY4I0 N uvIpeued 

* 00°000 ‘598 ¢ Ge ee Vie SAS nore 0. 6f 6 8 keene wn ele is 8 8 ee ee ee L961 ey. Ane enp ‘spuog poopuvienr IBOX AXA, T, fe) &y 09 “ANY [euoryeN uvIpeueg 

oO Aoguerliny AouelINy Z onssyT JO uOLydI410se 

ny Ie[[oqd SUITING Bet ath - 

iS | 

wy qunowly 


ZGGL ‘QOV UOISIANY [ede skemjley [VUOTIZeN UBIPBUByH O4,L, 
JO SUOISTAOAd OY} 0} JUBNSINd YsNLJ, SOTLINIIG OY} OF BPVUBD JO JUSUIUTOAOY) OY} WOT} POLIOJSUBT} SOT}IINIEG 


LSAUL SAILINNOUS SAVMTIVE TVNOILVN NVIGVNVO GH 


ZV GInaEgHOG 


158 


RAILWAYS, AIR LINES AND SHIPPING 159 


Mr. CHEVRIER: Well, this is purely a matter of bookkeeping. I do not 
see that there is anything objectionable about it. 

The CHarirMAN: Moved by Mr. Kennedy and seconded by Mr. Tasse 
that the securities trust report pass. 

Agreed to. 

The CHAIRMAN: Now, the next item is the auditors’ report, and it is 
made up by George A. Touche and Company, represented here today by Mr. 
J. A. Wilson, assisted by Mr. Beech. You have that auditors’ report in front 
of you. 


GEORGE A. TOUCHE & Co. 
CHARTERED ACCOUNTANTS 
410 St. Nicholas Street 
Montreal 
Marcu 4, 1958. 


The Honourable, 

The Minister of Tien om 
Ottawa, Canada. 

Sit? 

In accordance with the requirements of the Canadian National Railways 
Act we report, through you, to Parliament on our audit of the accounts of the 
Canadian National Railway System for the year ended December 31, 1957. 

The following report appears at the foot of the balance sheet which 
together with the related statement of income is included in the annual report 
of the System. 

We have examined the books and accounts of the Canadian National 
Railway System for the year ended December 31, 1957. Our examination 
included a general review of accounting procedures and such tests 
of the accounting records and other supporting evidence as we con- 
sidered necessary in the circumstances. 

In our opinion the above consolidated balance sheet and the related 
consolidated income statement are prepared on a basis consistent with 
that of the preceding year except, for additional provision for deprecia- 
tion referred to in Note 1 which we approve and subject to the position 
with regard to depreciation accruing prior to the adoption of deprecia- 
tion accounting referred to in Note 1, are properly drawn up so as to give 
a true and fair view of the state of the System’s affairs at December 
31, 1957 and of the results of operations for the year then ended, 
according to the best of our information and the explanations given 
to us and as shown by the books of the System. 

We further report in our opinion proper books of account have 
been kept by the System and the transactions of the System that 
have come under our notice have been within the powers of the 
System. 

We are also submitting a supplementary explanatory report. 

This is the aforementioned supplementary explanatory report. 


CONSOLIDATED BALANCE SHEET 


Temporary Cash Investments 

These investments are carried at a total cost of $6.4 million and consist 
of System securities aggregating $5.5 million and other securities issued or 
guaranteed by the Government of Canada or Provincial Governments. At 
December 31, 1957, the approximate market value of all these investments was 
$6.0 million being 6 per cent below cost. 
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Material and Supplies 

A physical inventory of material and supplies was taken by avatar) 
personnel as at September 30, 1957, and the inventory records have been 
adjusted for overages and shortages disclosed by this count. Material and 
supplies at December 31, 1957 exceeded that of December 31, 1956 by 


approximately $8.8 million. In addition to general price increases, the major — 


factors accounting for this increase were: 


Stores -department, .inerease 4) eae eth ee Re Sane ss nbs a eee $ 2.4 million 
The normal issues of stores items to the shops were severely curtailed 
during the latter part of the year as a result of a decline in activity. 
However, the stores department was still receiving new materials 
which had been previously ordered. 


Roadway. materials, rail-and-ties Increase’ ...%..0......; iia saa $12.3 million — 


In the latter part of 1957 the Railway received materials with respect 
to 1958 requirements which customarily would have arrived at a 
later date. 


Fuel stocks decrease!) ou. ee a ie co oe en ($7.3 million) 
Coal supplies have decreased by reason of the Railway’s dieselization 
programme and the lead time on purchasing fuel oil is considerably 
less than that for coal stocks. 


Insurance Fund 

The investments of the fund comprise Government bonds and similar 
securities. Based on market quotations at December 31, 1957, the value of 
these securities was less than their cost by approximately $1.4 million or 10 
per cent. However, no loss will be sustained unless it is necessary to sell the 
securities prior to maturity. 


Investments in Affiliated Companies not Consolidated 


These investments are represented by capital stocks, bonds and advances 
to companies affiliated with but not forming part of the National System. 
Except for Trans-Canada Air Lines, they do not represent voting control and 
accordingly the companies are not treated as units of the System. Such 
investments have been made in association with other railways primarily to 
secure the benefits of traffic interchange and terminal facilities. The basis 
of the balance sheet figure is cost or, in respect of certain United States 
securities, at par which is less than the special valuations approved by the 
Interstate Commerce Commission. 

We have carried out an audit of Trans-Canada Air Lines upon which we 
have reported separately. The amounts of the other companies have in the 
majority of instances been audited by joint committees composed of system 
accountants. 


Property Investment 


Additions to properties and equipment during the year, acquired in > 


accordance with the approved Capital Budget, amounted to $252.3 million. 
The property accounts of the Buffalo and Lake Huron Railway Company, were 
brought into the consolidated property accounts at December 31, 1957 account- 
ing for an additional $3.1 million increase in the property account. 

Note 1 of the notes to financial statements deals with Property Investment 
and states, in part, as follows: 


Depreciation on Canadian Lines: Depreciation accounting as adopted 


for equipment in 1940, for hotel properties in 1954 and for track and — 


road structures and all other physical properties except land in 1956 


oe ee | Vem ee ey ER Ce ee ee ee 
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has been continued in 1957. The depreciation rates used are based on 
the estimated service life of the properties but do not provide for 
depreciation which was not recorded in prior years under the replace- 
ment and retirement accounting principles then in force, nor for extra- 
ordinary obsolescence resulting from the introduction of more efficient 
equipment. In recognition of the obsolescence now occurring with steam 
locomotives, supplementary depreciation amounting to $7,500,000 has 
been charged to operating expenses this year to provide in part for the 
deficiency in the depreciation reserves which will arise from the early 
retirement of steam locomotives and their replacement by diesel power. 


In our report for the previous year, dated March 5, 1957, we referred to 
the anticipated deficiency in accumulated depreciation and we expressed the 
opinion that consideration should be given to providing out of income for the 
deficiency with respect to steam locomotives. We also noted that the railway’s 
officers had been examining this situation with the object of devising remedial 


~ action which would be consistent with good accounting practice, acceptable to 


the Board of Transport Commissioners and compatible with the governing 
statutes. In our opinion the action taken by the Railway conforms with the 
foregoing requirements. We have been informed that further amounts will be 
provided in future years, the amount in each year being determined after 
considering, among other things, the influence of the dieselization programme 
which is related to the obsolescence of steam locomotives. 


Other Assets and Deferred Charges 


Included under the heading “Other investments” are deferred amounts 
receivable with respect to the disposal of certain properties, Government of 
Canada and System bonds valued at cost, and unlisted securities held primarily 
for purposes of traffic benefit valued at or below cost. 

“Other assets’ consist mainly of deferred receivables under agreement. 

“Deferred charges” include the unamortized cost of opening ballast pits 
which will be written off on the basis of yardage used; the estimated salvage 
value of non-perishable material allotted temporarily to construction projects; 
miscellaneous debit items not otherwise provided for or which cannot be disposed 
of until additional information is received. 


Other Liabilities and Deferred Credits 


The principal items included under the above heading are the outstanding 
capital value of the workmen’s compensation awards by the Provinces of Ontario 
and Quebec; percentages retained from contractors pending completion of 
work in progress; deferred payments of principal and interest under agree- 
ment; estimated liability for overcharge claims; estimated portion of prepaid 
revenues on freight in transit; liability to former members of Grand Trunk 


- Railway Insurance and Provident Society, and miscellaneous items not other- 


wise provided for or which cannot be disposed of until additional information 
is received. 


Long Term Debt 


‘System securities of a par value of $73.3 million held by the public were 
repaid during the year. Additional funds of $270.3 million were received 
from the Government of Canada as temporary loans to finance public debt 
repayments, capital expenditures and additional advances to Trans-Canada 
Air Lines. 

Subsequent to December 31, 1957, the Railway has sold to the public, 


through the Bank of Canada, $300 million twenty-three year 4 per cent bonds, 


the proceeds of which have been applied to the repayment of temporary loans 


received from the Government of Canada. 
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Shareholders’ Equity 


In compliance with Section 6 of the Canadian National Railways Capital 


Revision Act, the Minister of Finance purchased during the year from the 
Company at par 22,750,879 four per cent preferred shares of one dollar par 
value equal to three per cent of the gross operating revenues of the System 
for the twelve months ended November 30, 1957. An additional, 1,737,359 
preferred shares of an aggregate par value equivalent to three per cent of 
the gross revenues for the month of December were purchased in January, 1958. 


CONSOLIDATED INCOME STATEMENT 


Net income for the year decreased $55.7 million from that of the Deore : 


year. In round amounts this is explained as follows: 


Million 

Decrease in operating revenues resulting from a decline in the volume 
of traffic partly offset by rate increases and an improvement in a 
1 ig SWEAT OID IS eu bs clans OC MRM ana MLR Ta ED Vue RATA WL ies LAN Gc NUR IM 9 Meteo, Wii ie A. $21.6 


Increased road and equipment Filan eon as a result of expansion of 

road maintenance work, principally on the Western Region, and 

also as a result of increased wage and material costs .......... 18.3 
Increased depreciation charges resulting from capital additions and $7.5 

million special depreciation on steam locomotives mentioned in Note 

1: to. the financial Statements 7s nie ae ee a ap ee eee 14.8 
Decrease in transportation expense due principally to dieselization and 


lower ;Volume -OLl tralic: Wee wae ee Neus ae aes Ue eae ( 3.8) _ 


Increase ‘in ‘other: operating’ expenses. Net ioe ad ae. Se a wae eas 2.0 
Decrease in taxes and rents due principally to a reduction in equipment 
rentals as a result of lower traffic and the increased ownership of 


FELBHE CATS | she SUN ERIN ots Maen Naas OS ee RNa in, cares eter art ne ( 4.1) 
Decrease: in Other  UNCONIE,? TEBE a Oe cee vean a ie Le 
Increase in fixed charges due principally to interest on additional tempo- 

PATY SOLO TIS Mee Ne SaaS eeu N MEATS E ar Renee rr) Nn ek Ae 5.2 
Decrease, FA eT ANeCOMe OR oe Ae Re eater Ree aut, Meee agen $55.7 


The deficit for the year of $29.6 million is recoverable from the Government 
of Canada. At December 31, 1957, 13.0 million had been received on account 
and the balance due of $16.6 million is shown on the balance sheet as an amount 


receivable. 
GENERAL 


Corporate Organization 
During the year The Dalhousie Navigation Company, Limited was amal- 
gamated with the Canadian National Railway Company. This elimination was 
part of the continuing programme of simplifying the corporate structure. 
Primarily to effect a reduction in rent for leased roads the System acquired 
the outstanding stock of the Buffalo and Lake Huron Railway Company at a 
cost of $1.1 million. 


Accounting Methods 

Improvements are being made constantly in all areas of accounting. and 
control as a result of the continuous review of clerical and accounting procedures 
being carried out. The principles of integrated data processing have been 
successfully applied in appropriate areas and, as part of this development, an 
electronic computer centre was opened in Montreal during the year. 

We wish to record our appreciation of the excellent co-operation and assist- 
ance received from the officers and employees of the System during our audit. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 
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GEORGE A. TOUCHE & CO. 
CHARTERED ACCOUNTANTS 
410 St. Nicholas Street 

Montreal 


The Honourable, 


The Minister of Transport, 
Ottawa, Canada. 


Sir, 

We report, through you, to Parliament on our audit of the accounts of 
Canadian National (West Indies) Steamships, Limited, for the year ended 
December 31, 1957. 

The following report appears at the foot of the balance sheet which, with 
the related income statement, is included in the annual report of the 
Corporation. 

‘““We have examined the books and accounts of the Canadian National (West 
Indies) Steamships, Limited, for the year ended December 31, 1957. Our 
examination included a general review of the accounting procedures and such 
tests of the accounting records and other supporting evidence as we con- 
sidered necessary in the circumstances. 

In our opinion the above balance sheet and the related income statements 
are prepared on a basis consistent with that of the preceding year and are 
properly drawn up so as to give a true and fair view of the state of the 
Corporation’s affairs at December 31, 1957, and of the resutls of operations 
for the year then ended, according to the best of our information and the 
explanations given to us, and as shown by the books of the Corporation. 

We further report that in our opinion proper books of account have been 
kept by the Corporation and the transactions of the Corporation that have 
come under our notice have been within the powers of the Corporation. 

We are also submitting a supplementary explanatory report.” 

This is the abovementioned supplementary explanatory report. 


BALANCE SHEET 


Insurance Investment Fund 


The investments of the fund comprise Government bonds and similar 
securities. Based on market quotations at December 31, 1957, the value of these 
securities was less than their cost by approximately $192,000 or 6 per cent. 
However, no loss will be sustained unless it is necessary to sell the securities 
prior to maturity. 


Capital Assets 

Vessels are carried at cost less accumulated depreciation. During the year 
expenditures totalling $64,019 were made to provide for additional refrigerated 
cargo space on the five steamships. This work was not continued after July 4, 
1957 when the vessels ceased operation due to labour difficulties. 

Provision for depreciation during the year was made on a basis consistent 


- with that of the preceding year, using the following rates: 


Three diesel powered vessels 
Five steamships 

5 per cent on cost 

3 per cent on cost 


We are informed that all equipment has been maintained in efficient operat- 


- ing condition during the year. 
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INCOME STATEMENT 


The suspension of service as of July 4 has caused a substantial loss of 
revenues. Lay-up expenses, which include costs not directly attributable to 
revenue producing voyages, have increased $586,608 during 1957. The greater 
part of this increase represents expenses of an operating nature which would 
have been related to revenues under normal conditions. The deficit for the 


year was $648,850 of which at December 31 $142,500 had been recovered from 
the Government of Canada and the balance of $506,350 appears as an account 


receivable on the balance sheet. 


GENERAL 


The following summary indicates how available funds have been utilized. 
Working Capital at December 31, 1956 ...../...... $ 371,134 
Additional funds provided: : 

Amount recoverable from the Government of 


Canada: cnvaceount: of the ,defeit a ane ie $ 648,850 
Provision for depreciation, which does not involve 
the: :outie yao ffi Sk Aah ea eR aa Pas 63 pe aod | 
924,081 
$1295,215 > 
Funds applied: ; 
Deficits-for the wear. cbs oe a eae eet $ 648,850 
Reduction in Government of Canada loan ...... 250,000 
Capital, Gx pemesture io eG bag. ea ree haan a Sane 64,019 
962,869 
Working Capital at December 31, 1957 .......... $ 332,346 


Consistent with its established practice, the Corporation has not made 
transfers or allocations of funds for pensions conditionally accruing in respect 
of employees now in service. 

Future operations will be seriously affected by the prolonged inactivity of 
the service, although to what extent we are not in a position to assess. 

We wish to express our appreciation of the excellent co-operation and 
assistance received from officers and employees of the Corporation during 
our audit. 


Yours faithfully 
GEORGE A. TOUCHE & CO. 


The CHAIRMAN: Do you wish to hear the auditors at the present time? 


Are there any questions on the auditors’ report? 


» Mr. SmitH (Simcoe North): Moved by Mr. Martini and seconded by 
myself that the report be adopted. 


The CHAIRMAN: Moved by Mr. Martini and seconded by Mr. Sanit: (Simcoe 


North) that the auditors’ report be accepted and passed. 

Agreed to. 

Mr. John A. WILSON, F.C.A. (George A. Touche and Co.): Mr. Chairman, 
does that mean that the auditors’ report will be passed without further com- 
ment, because if so there is one comment I would like to make? 
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The CHAIRMAN: Very well. Would you care to come around here? 


Mr. WILSON: Excuse me, Mr. Chairman, I did not want to interrupt the 
proceedings, but in view of the statement the president made this morning in 
respect of depreciation and the fact that we were referred to in connection 
with that particular item I think that you should have a statement from us 
on it. 

The president has made a very complete statement on it; I think I should 
refer to the last year’s committee when we indicated that there was a variety 
of methods that might be used to take care of the anticipated deficiency in 
depreciaion, but we indicated a preference for one, and that was the charge 
to income account. The president has said that with our concurrence the 
railway decided on that treatment in this year’s accounts. He referred to a 
difference between legal and accounting opinion. 


I would like to refer at this time to what we call our short form report. 
That appears on the first page of our report, in which you will notice that 
there is a comment with reference to depreciation accruing prior to the adoption 
of depreciation accounting. Had this charge not been made this way there is 
a possibility we may have had to include some additional reference there. 


Furthermore, it is possible to have a difference in the deficit determination 
for accounting purposes and the deficit that the Department of Finance may 
reimburse. In public utilities you have the situation where various statutes 
| govern or affect financial figures. The auditors must consider those, but at 
the same time they must consider other accounting aspects. All I am trying to 
4 say is, that it is a matter not without doubt at any time, and there can be 
honest differences of opinion in the determination of what is legally the amount 
which may be considered for a deficit reimbursement. 

When the proper time comes, after these adjustments or repayments of 
4 the deficit account are recorded, it will be necessary for us to consider, at the 
time of our next report, the manner in which the railway officials have dealt 
with it. This has not been done and it is not necessary for us to comment 
further on this particular matter. 

Finally I want to refer to the paragraph in our report under the consolidated 
income statement which states: 

The deficit for the year of $29.6 million is recoverable from the 
government of Canada. At December 31, 1957, $13.0 million had been 
received on account and the balance due of $16.6 million is shown on 
the balance sheet as an amount receivable. 


I think I should point out to this committee that, due to the decision of 
the Department of Finance, part of that $16.6 million, if received by the rail- 
way, will be repaid or deducted from future advances. 

.. That is all I have to say, thank you. 

ae The CHAIRMAN: Thank you very much, Mr. Wilson. 

= Now that the motion is passed I do wish to say I think on behalf of the 
committee how much we appreciate the clear-cut submission and presentation 
made by the president of the Canadian National Railways, Mr. Gordon, assisted 
by his vice-president of operations, Mr. Dingle, and Mr. Armstrong, vice- 
president in charge of finance, and also the presence of the minister at our 
sittings. 

I want to pass on to you, Mr. Gordon and all your officials, the appreciation 

of the committee for the clear-cut report that you have given to the committee 
__which helped to expedite their proceedings. 
“s Mr. CHEVRIER: Mr. Chairman, would you allow me to add to that by saying 
that it is always a pleasure to have the officers of the Canadian National 
Railways here and surprised to see how they are in possession of so many 
“ie _ facts and are able to answer the questions so well, as they do. Now, knowing 
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Mr. Gordon, of course, it is no surprise to me. He has been on this for some » 


years now and he is in perfect possession of all the details of the Canadian 
National Railways. . 

So I would like to join with you, Mr. Chairman, in extending to him and 
his officials our thanks for the excellent manner in which he has presented 
these excellent reports to us. . 


Mr. Chairman, I wonder if I could make a comment. I see, much to 


my surprise, that the committee will sit on Wednesday evening from eight 


o’clock on and I think, although I may be wrong, that is in error. I doubt: 
very much if the committee has the power to sit on Wednesday evening when | 


the house is not sitting. 

The CHAIRMAN: No, I think it may be an error. , 

Mr. CHEVRIER: I am sure the committee would appreciate it if we were 
not sitting on Wednesday from 8.00 to 10.00. 

The CHAIRMAN: We have the power to sit when the house is not sitting, 
of course, as well as when it is sitting, Mr. Chevrier, but whether we have 
the power to sit on a Wednesday night I do not know that it would be 
desirable. 

Mr. CHEVRIER: Well, I do not want to argue the point whether we have 
the power or not. I do not think we have, but the point I was making is, 
I do not think this committee has ever sat in the past on Wednesday evenings. 

Mr. SMITH (Simcoe North): The question may be hypothetical because 
all we have to deal with is T.C.A. now and by tomorrow afternoon I hope 
we will be finished with them. 

Mr. FISHER: Is it not your pleasure to bring before us some independent 
witnesses? 

Mr. SMITH (Simcoe North): I have no plans. 

The CHAIRMAN: We have a plan to sit at 3.30 this afternoon and tonight 
and tomorrow morning and afternoon. I am rather optimistic enough to 
assume we will not have to sit Wednesday night. 

Mr. CHEVRIER: Then my point is not well taken. 

The CHAIRMAN: Well taken, but it might not be needed. 

Mr. CHEVRIER: Could we get assurance from the chairman that if we are 
not through we will not sit Wednesday evening? ss 

The CHAIRMAN: Yes, all right. I have given Mr. Chevrier assurance that 


we will not sit tomorrow night, but we have here items 431, 432, 442 and 443. 


They are details that are not passed in this. 

Mr. CHEVRIER: We can do that this afternoon. 

Mr. GorRDON: Mr. Chairman, in addition to any of these items will my 
presence be required? 

The CHAIRMAN: I do not think so. No. 431 is Prince Edward Island ferry, 
and 432 is the Newfoundland ferry and terminals, 442 is the Maritime Freight 
Rates Act, 635 is the West Indies Steamships Limited main estimates. 

Mr. CHEVRIER: They are all Canadian National Railways items, but the 
minister is familiar with them. 

The CHAIRMAN: He asked if we wanted him here or not. 

Mr. CHEVRIER: It is not up to me to decide that. 

The CHAIRMAN: If I may make a suggestion that we carry on these items 


at 3.30 and seeing that they do touch on Canadian National Railways if you 


do not mind you could come back this afternoon. 
Mr. GORDON: We will be here. . 
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AFTERNOON SESSION 


TUESDAY, July 15, 1958. 
3.30 p.m. 


The CHAIRMAN: Gentlemen, we have a quorum. We are now on item 431 
of the main estimates: 


Item 431. Prince Edward Island Car Ferry and terminals ................ $1,963,000 


Hon. G. H. HEES, Minister of Transport: Mr. Chairman, this item covers the 
deficit of the Prince Edward Island car ferry. This year it is $1,963,000 as 
opposed to $2,270,640 last year, or a decrease of $64,640. 

The CHAIRMAN: Are there any questions? 

Item agreed to. 


Item 432. Newfoundland ferry and terminals ............. 0.0... ccc ev cceeee $3,637,000 


i: Mr. CHEVRIER: Does this complete the construction of the terminals at Port 
aux Basques and North Sydney? 

Mr. HEES: No. This is not capital. It is just an operating deficit. 

Mr. CHEVRIER: But it says ““Newfoundland ferry and terminals’’. 

Mr. HEEs: It is the operation of the ferry and the terminals from both ends. 

Mr. CHEVRIER: How is the deficit so reduced? Why? 

Mr. HEES: Well, as to the deficit for last year the 1957 figure included the 
operation of the North-Sydney-Argentia service and the North Sydney Island 
ports service for the full year. The 1958 estimate only includes provision for 
the operation of these services for six months and in addition heavy expendi- 
tures were incurred in 1957 in salvaging and repairing the S.S. Cabot Strait on 
account of grounding. It is also estimated that very substantial savings will 

be made in the cost of handling freight after the M.V. William Carson com- 

- -mences operating into Port aux Basques. 

i - The estimated deficit for the full year for the North Sydney to Port aux 
Basques ferry, once it gets going, is estimated to be $3,170,000 as opposed to 

| a deficit last year of about twice that amount. It will be a less costly operation. 

. The CHAIRMAN: Are there any further questions? 

| ~ Mr. CARTER: I would like to have the situation clarified. That is really a 

~) subsidy? 

Mr. HEES: That is right. 

Mr. CarTER: Most people in Newfoundland and possibly on the mainland 

-- associate that full total sum with the William Carson, but that is not so. That 
is a subsidy on all the C.N.R. boats which carry freight from North Sydney 
to Newfoundland, and it also includes chartered boats which carry freight 

_ from Halifax to points in the province of Newfoundland. 

Mr. HEEs: That is right. 

Mr. Gorpon: There is a gulf service and there is a coastal service. 

Mr. CHEVRIER: The gulf service is not included in this sum? 

Mr. Gordon: That is right. 

Mr. HeEEs: This is for the North Sydney to Newfoundland run. 

Mr. CarTER: That is the gulf service, North Sydney to Newfoundland. 

| Mr. HEES: No, it is for the gulf service which is included and not the 

sy ~ coastal services. 

a RS Mr. CARTER: That is right. I said it was for any ship going from the 
- mainland to the province of Newfoundland, whether it carried Canadian 
a eee nal freight or not, but only from North Sydney. 
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Mr. HEES: That is right. 

Mr. Carter: If that is the case, if ships are chartered by the railway to 
carry freight from Halifax to St. John’s, do they come under this subsidy? 

Mr. HEEs: No. 

Mr. CARTER: Is there a tendency to divert that freight and instead of 
carrying it directly from Halifax, to take it by rail up to Sydney and then take 
it from Sydney, in order to benefit from the subsidy? 

Mr. BRooME: This is not a subsidy. 

Mr. CHEVRIER: This is purely to make up-the loss. 

Mr. Hers: This is an operating deficit. 

Mr. CARTER: It is a complicated deficit. 

Mr. HEEs: It is the deficit that is made up each year by the government. 

Mr. Carter: Yes, but it is not incurred solely with respect to the operation 
of the William Carson. 

Mr. HrEES: No, no. 

Mr. CARTER: A lot of people have that idea. 

Mr. HEES: Well you can assure them that it is not so. 

Mr. CARTER: May we be given the William Carson deficit? 

Mr. Hees: The William Carson deficit for the full year, operating from 
Sydney to Port aux Basques, is estimated to be $3,170,000; that is the estimated 
net deficit for the full year. 


Mr. CarTER: That is once she starts. 

Mr. Hees: That is right, and for a full year. 

Mr. CARTER: What was the deficit last year on the Argentia run? 
Mr. Hees: The deficit last year on the Argentia run was $963,618. 
Mr. CARTER: That was less than $1 million. 

Mr. HEES: Yes. 

Mr. BRooME: But not much less. 


Mr. CARTER: Yes, and that $6 million was incurred on the other ships. 
How much of this went for repairs to the Cabot Straits? 


Mr. HEES: Maintenance of equipment altogether was $525,062. We have 
not got separate items for the Cabot Straits. 


Mr. CARTER: That was the cost of her operation last year? 


Mr. HEES: The figure that I gave you ‘was the cost of maintenance of 
equipment; that is the maintenance of the ship in this service. 


The CHAIRMAN: Are there any other questions on 432? 
Item agreed to. 


Mr. BRooMeE: You do not intend to subsidize the run from Vancouver to 
Vancouver island on the same basis, do you? 


Mr. Herts: Not under this vote. 


The CHAIRMAN: You had better get another item for that. We are on 
item 442, Maritime Freight Rates Act. 


Mr. CHEVRIER: There is not the same obligation. 

The CHAIRMAN: I am calling item 442, Maritime Freight Rates Act. 
Mr. CHEVRIER: What about item 433? 

The CHAIRMAN: It has not been referred to us. I am calling item 442. 


| 
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Item 442. Maritime Freight Rates Act—For the payment to the Railway Com- 
panies operating in the select territory designated by the Act, of the difference 
eccurring on account of the application of the Act, between the tariff tolls and 
normal tolls under approved tariffs (estimated and certified to the Minister of 
Transport by the Canadian National Railway Company and approved by 
auditors of the said Company respecting the Eastern Lines of the Canadian 
National Railways and in the case of the Other Railways by the Board of 
Transport Commissioners for Canada) on all traffic moved during the calendar 
VSCTE LOSS ia hee peat res ie nae oe oh ear earlin: tad Wale te eS IU a Sr So tige iy NS oa reve a $14,000,000 


Mr. HeEES: This appropriation provides for the payment of the amounts 
accruing to railways for the loss in revenue on account of the 20 per cent 
reduction in the tariff of tolls under the provisions of the Maritime Freight 
Rates Act as amended, and the 30 per cent reduction effective July 1, 1957, 
on all outward traffic referred to in paragraphs (b) and (d) of subsection (1) 
of section 4 of the said act as authorized by vote 668 of the further supple- 
mentary estimates (1), 1957-1958. The proposed payments are based on the 
estimated volume and class of traffic to be handled during the calendar year 
1958 in the territory fixed by the act. 


Certain assistance was given to the maritime provinces in a reduction of 
20 per cent in general freight rates, and 30 per cent in all outgoing traffic, and 
this vote of $14 million is to make up to the railways what they lost in freight 
rates. 


Mr. CHEVRIER: There are three kinds of traffic which operate in the 
maritimes. There is the traffic which moves from the central provinces to the 
maritimes, from the so-called select territory; and there is the traffic which 
moves from the select territory outside; and there is the traffic within the 
select territory. 

Mr. HEES: That is right. 

Mr. CHEVRIER: Does this apply to the three movements? 

Mr. HEES: It applies to the traffic moving in, and to the traffic moving out; 
the 30 per cent applies to the traffic moving out of the maritimes to the central 
provinces. 

Mr. CHEVRIER: It applies to two of the movements but not to the third. 

Mr. HEES: That is right: 

Mr. CHEVRIER: Is any consideration being given to increasing that 30 per 
cent? 

Mr. HEES: Not at the present time. 

The CHAIRMAN: Are there any further questions on 442? 

Mr. RopicHAupD: Perhaps the minister will recall that on different occa- 
sions I have asked him in the house at what stage was the survey which was 
being made for freight rates within the maritimes, and what stage it had 
reached? Is the minister prepared to give us a report on it? 

Mr. HEES: No. 

Mr. ROBICHAUD: How long has the survey been going on? 

Mr. HEES: A survey of maritimes transportation problems has been going 
on. Ido not think that at any time I listed this particular item as one of the 
items being studied at the present time. 

Certain other transportation problems which have to do with the Atlantic 
region are being studied by our department. 

Mr. CHEVRIER: The president made a reference this morning—or perhaps 
it was yesterday—I am not too sure—in connection with a survey which is 
going on among certain departments and also to a survey being made by the 
Canadian National. 

May I ask him if that study has anything to do with the Maritime Freight 
Rates Act? 
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Mr. Gordon: No. 
The CHAIRMAN: Are there any further questions on item 442? 
Item agreed to. 


RAILWAY AND STEAMSHIP SERVICES 


Item 443. Payment to Canadian National (West Indies) Steamships, Limited 
(hereinafter called the Company) upon applications approved by the Minister 
of Transport, made by the Company to the Minister of Finance, in the amount of 
the deficit, certified by the auditors of the Company, in the operations of the 
Company ‘in sthe:.calendar: year 1958 *o5.0.51) fin vind he w be ew ele chia e h oe he mation we $190,000 


Mr. CHEVRIER: What is this: how do you relate this item to the budget . 
which we passed earlier today? 

Mr. Gorpon: It is the cash requirements which we estimate will be 
necessary to clean up the company. 

Mr. CHEVRIER: I have not got the budget before me. Is it the same amount 
as this? 

Mr. Gorpon: No, it is not. 

Mr. CHEVRIER: Could the minister cin it. What is the relationship 


betwen the budget item which we passed this morning, the amount of wie 
I have forgotten, and this item? 

Mr. Gorpon: The deficit we estimate is $1.3 million. It includes everything 
under operations of the company, and non-cash items such as depreciation. 

Mr. CHEvrRIER: Then this will be paid for by the Canadian National; it is 
in your accounts of the Canadian National? 

Mr. Gorpon: No. 

Mr. CHEVRIER: It will not be covered by this item? 

Mr. Gordon: We do not take it into the Canadian National accounts at all. 
This is an independent vote in connection with Canadian National (West 
Indies) Steamships and the government pays the deficit for the company. 


Mr. CHEVRIER: It will be included in the bill which the Minister of Finance | 
will bring down in the house later on in the session. Where do you get the 4 
funds for this deficit of $1,359,000, and what is the Eee between that — 
and the item in the estimates of 190? 

Mr. HrEEs: Where is that figure of $1 million? 

Mr. CHEVRIER: The figure of $1 million is the deficit for the operation of 
these seven or eight ships we discussed this morning. y 

Mr. SmitH (Simcoe North): That figure, Mr. Chevrier, which is'a net 
charge is really a cash requirement of the company. 

Mr. Gordon: This accounting confusion arises out of the fact that this 
year we are basing our figures on a basis of winding up, and I abs I will ask 
Mr. Armstrong to give the details. \ 

Mr. ARMSTRONG: The deficit, I think, will be $1.3 million in 1958, that is for 
the period from January 1 to wind-up, whenever it comes. 3 

Mr. CHEVRIER: Including depreciation? 

Mr. ARMSTRONG: Yes, and of course this is for the total deficit. This year we 
are going to wind up the company and liquidate the insurance funds and 
other things. The $600,000 is the supplementary estimate of cash required 4 4 
this year. | 

Mr, CHEVRIER: Where do you get that? 

Mr. ARMSTRONG: That is a part of the deficit for which we require cash. 

Mr. CHEVRIER: But it will be voted on in parliament in the estimates the 
Minister of Finance brings down? 
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Mr. ARMSTRONG: Yes. 

Mr. CHEVRIER: What relationship has the deficit of $190,000 which we are 
taking a vote on now? 

Mr. ArmMsTRONG: The two together make the amount required. The 
$190,000 and the $600,000 add to the total cash requirements of $790,000. 

The CHAIRMAN: Any other questions? 

Item agreed to. 


The CHAIRMAN: Now, the next, 635, supplementary. 
Mr. HEES: That is the supplementary estimate that has to be voted. 
Item agreed to. 


The CHAIRMAN: Now, we have a motion by Mr. Chown and seconded by 
Mr. Bourbonnais. All in favour? 


Agreed to. 


Mr. Broome: Mr. Chairman, are we just now winding up on this? 

The CHAIRMAN: We are. 

- Mr. Broome: I would like to make one remark if I can be accorded the 
same courtesy that Mr. Chevrier was, and that is that for the purposes of the 
record I would like to see that all major equipment, such as scheduled on 
page 6, when bids are called for that the Canadian National ask the bidding 
companies to supply the Canadian content and that in the consideration of 
these bids the figure of the Canadian content be taken into regard in the 
letting of the contracts. That puts the onus on the supplier to advise the 
railway company as to whether it is merely an assembly operation or whether 
they are carrying on a fully detailed manufacturing organization. 

The CHAIRMAN: You are just asking that it be considered? 

Mr. BRooMeE: Yes, by the railroad. 

The CHAIRMAN: The railway have to buy the cheapest. 

Mr. Broome: They could know the content and even if one order were 
two per cent higher than the other and it had double the Canadian content, 
in the consideration of that bid that factor should be taken into account. 

Mr. Gorpon: I understand your proposal and in my opinion is a thoroughly 
impractical situation. It would be against the interests of the Canadian National 
Railways in calling for bids along the lines you suggest. However, I will take 
note of your suggestion and see what can be done about it. 

What I think is serious, Mr. Chairman, is that the reports of the discus- 
sions of this committee have a habit of getting into the press in a very great 
hurry and I do not want the report to go out from this room that there has 


- been that proposal made because it would be, in my opinion, most damaging 


in respect of the Canadian National Railways’ purchasing policy. I would not 
want it thought we are being directed in any way in a manner that would 
tie our hands in doing what is best for the Canadian National Railways. 

Mr. Broome: All I am suggesting is that the Canadian National Railways 
get that information from their suppliers, that the railway ask the supplier 
for that information and the supplier does know the Canadian content, 
obviously. 

The CHAIRMAN: Well, I think as the president, Mr. Gordon, has suggested, 
he can take your comments for consideration, but I do think we should not 
in any way leave the impression that it is tying his hands in any way or affecting 


any bids he might receive. That is the trouble sometimes, they are mis- 
- understood. 3 
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Mr. Broome: All I am suggesting is that they request that Information, 
that they request and get it. It is purely in the normal course of business 
and that is done lots of times in lots of cases. 

The CHAIRMAN: Yes, and as I understand what you are asking is that. 
Mr. Gordon give consideration to the advisability of doing that? 

Mr. BrooMe: That they request this only, ask the bidding companies to 
supply that information with their bid. 

The CHAIRMAN: Very well, that is on the record, Mr. Broome. 


We have adjourned once; I imagine we can adjourn again. We will merely 


carry on with the T.C.A. 


NOTE: For continuance of afternoon Meeting on Trans-Canada Air Lines 
Reports see Issue Number 2. 
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NOTE 


No Capital Budget for 1959 was contemplated in respect of the Canadian 
National (West Indies) Steamships Limited, although vue Order of Reference 
of the House of Commons of April 29th refers the said Budget to the Committee. 


ORDER OF REFERENCE 


WEDNESDAY, May 6, 1959. 


ee. Ordered,—That the name of Mr. Smith (Calgary South) be substituted 
for that of Mr. Grills on the Sessional Committee on Railways, Air Lines and 
Shipping. : 
Attest. 
LEON J. RAYMOND, 
Clerk of the House. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, May 6, 1959 
: (5) > 
MORNING MEETING 


The Sessional Committee on Railways, Air Lines and Shipping owned 
and controlled by the Government met this day at 9 ececk a.m. Hon. W. 
Earl Rowe, the Chairman, presided. 


Members present: Messrs. Brassard (Lapointe), Broome, Carter, Chevrier, 
Chown, Creaghan, Drysdale, Fisher, Fraser, Horner (Jasper-Edson), Kennedy, 
Martini, McPhillips, Monteith (Verda Pascoe, Rowe, Smallwood, Smith 
ines North), and Tasse. (19) 


Also present: Honourable George H. Hees, Minister of Transport, and 
Mr. CA. -Cathers, M.-P. 


In attendance: Mr. Donald Gordon, Mr. S.-F. Dingle, Mr. J. L. Toole, 
respectively President and Chairman of the Board, Vice-President (Operations), 
Vice-President (Accounting and Finance), Messrs. R. T. Vaughan, W. Dodds, 


R. Sommerville, Manager, Canadian Hotels Ltd., all of Canadian National 


- Railways, and Messrs. Howard T. Ross and J. W. Beech representing George A. 


An “4 


Touche & Co. 


Mr. Gordon’s examination was continued. He was assisted by Messrs. 
Dingle and Toole. 


The witness was again questioned on “Growth and Progress”. 
He had a statement on Western Union and C.O.T.C. 


At 11 o’clock, Mr. Gordon’s examination still continuing, the Committee 
adjourned until 3 o’clock or following the Orders of the Day of the House. 


AFTERNOON MEETING 
(6) 
The Committee resumed at 3.30 o’clock. Hon. W. Earl Rowe, the Chair- 
man, presided. 


Members present: Messrs. Brassard (Lapointe), Broome, Carter, Chevrier, 
Chown, Creaghan, Drysdale, Fisher, Fraser, Horner (Jasper-Edson), Kennedy, 
Martini, McPhillips, Pascoe, Rowe, Smallwood, Smith (Calgary South), Smith 
(Simcoe North), and Tasse. (19) 


Also present: Honourable George H. Hees, Minister of Transport, Mrs. Jean 
Casselman, M.P., and Mr. John B. Hamilton, M.P. 


In attendance: Same as at morning sitting. 


Mr. Drysdale raised a question of privilege. He referred to an article 
which, he claimed, was misleading and which appeared in The Montreal 


Gazette on compensatory rates. 
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Mr. Donald Gordon was called and, assisted by Messrs. Dingle and ‘Tool 
answered questions on ec 
—Growth and Progress . sft eres 
—General (comments) 

—The Year in Perspective. 


On the last heading referred to above, Mr. Goan read a suppicien a 
statement and made further comments. ae 


Mr. McPhillips asked that the witness reveal the sale price of a trae 


made in 1947 involving Victoria Harbour. Mr. Gordon on behalf of the 
management hesitated to divulge the considerations of the said transaction S 
on the following grounds: . ee 


(a) When the reply would constitute a Bresch of confidence or a violation 
of privacy affecting those doing business with the C.N.R. 

(b) Information from the personal files of officers and employees. 

(c) Information prejudicial to the competitive position of the C.N.R. onl 

(d) Information tending to restrict the ability of the C.N.R. to buy or | 
sell on advantageous terms. | 


It was also stated that that position has been consequently upheld by 
this Committee. 


Mr. Drysdale suggested that any peoon be deferred until after further | 
consideration by the witness. 


And a debate arising, Mr. McPhillips moved, seconded by Mr. Drysdale, : 
that the President of the Canadian National Railways reveal the consideration — 
obtained by the Company in 1947 for the sale of the G.T.P. docks in viene . 
Harbour. z 


~ 


And the debate continuing, the Aueeon being put, it was resolved in the ca 
negative: YEAS, 4; NAYS, 10. ‘: 


The Committee then proceeded to its examination of Mr. Gordon on the : 
Annual Report. E 


cn et 
“TW al 


oS 
ao 


On motion of Mr. Fraser, seconded by Mr. Kennedy, the pattie Ropes Ya 
of the Canadian National Railways, 1958, including Financial and ee ie 
Statements, was approved. n. 

P . < 

At the suggestion of Mr. Fisher, Mr. Donald Condon made a statement 

respecting the nature of the Committee’s proceedings up to the present time : a 


and suggested a modified procedure. (see this day’s evidence) | . pee 


z pees 

The Chairman reminded the members of the. Committee of the arrange-— Se 
ments which have been made and agreed upon for a T.C.A. luncheon flight — Se 
over The St. Lawrence Seaway May 7, between 11.30 am. and 2.30 Rae on * 


Thursday. 


6 o'clock until hae May 7, at 9.30 in the morning. 


Antonio Plouffe, © a :. 
Assistant Chief Clerk of Committees. 
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THURSDAY, May 7, 1959. 
(7) 


MORNING MEETING 


The Sessional Committee on Railways, Air Lines and Shipping met at 


9.30 a.m. this day. The Chairman, the Honourable Earl Rowe, presided. 


Members present: Messrs. Brassard (Lapointe), Broome, Carter, Chevrier, 
Chown, Creaghan, Drysdale, Fisher, Fraser, Horner (Jasper-Edson), Kennedy, 
Martini, McPhillips, Mitchell, Pascoe, Robinson, Rowe, Smallwood, Smith 
(Calgary South), Smith (Simcoe North) and Tasse. (21) 


In attendance: The Honourable George Hees, Minister of Transport; Mr. 
Donald Gordon, President of Canadian National Railways, assisted by Messrs. 
S. F. Dingle, Vice-President, Operations; J. L. Toole, Vice-President, Accounting 
and Finance; J. H. Spicer, Chief, Budget Officer; R. T. Vaughan, Assistant to 
the President; W. Dodds, R. Sommerville, Manager, Canadian Hotels Limited. 


The Chairman observed the presence of quorum, and called as the first item 
for consideration the Capital Budget and Estimated Income Account—1959 of 
the Canadian National Railways. 


Following discussion and the questioning of Mr. Gordon, the ‘Budget and 
Estimated Income Account” was adopted on the motion of Mr. Broome, seconded 
by Mr. Fraser. 


The Committee then considered the Annual Report of the Canadian National 
(West Indies) Steamships, Limited for the year ended December 31, 1958. 


On the motion of Mr. Fraser, seconded by Mr. Smith (Simcoe North), the 
Annual Report of the Canadian National (West Indies) Steamships, Limited 
was adopted. 


The Annual Report of the Canadian National Railways Securities Trust for 
the year ended December 31, 1958 was considered, and on the motion of 
Mr. Broome, seconded by Mr. Smith (Simcoe North) was adopted. 


The Auditors’ Report to Parliament on the Canadian National Railways 


‘System and the Canadian National (West Indies) Steamships, Limited for the 


year ended December 31, 1958 was discussed, and representatives of George A. 
Touche & Co. were questioned. 


On the motion of Mr. Martini, seconded by Mr. Fraser, the ‘‘Auditors’ 
Report” was adopted. 


The Committee then considered separately Items 410, 411 and 419 of the 
Main Estimates for the fiscal year ending March 31, 1960, and following the 
questioning of the Minister and Mr. Gordon the Items were adopted. 


Agreed: That Mr. Gordon prepare, for distribution to members of the 
Committee, a statement containing suggested modification to procedures followed 
by the Committee in future examinations of the activities of the Canadian 


National Railways. 
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At 11.15 a.m. the Committee adjourned to meet again at 3. 30 m 


Le As ‘LE. O'Connor, : 
: net. Clerk e201 the me 


EVIDENCE 
MORNING MEETING 
WEDNESDAY, May 6, 1959. 


The CHAIRMAN: Gentlemen, I now see a quorum. We are ready to begin. 
We are on growth and progress. 

Mr. FISHER: I wonder if Mr. Gordon or Mr. paver know an Albert Wren 
from Kenora? 

Mr. DONALD GoRDON (President, Canadian National Railways): I do not 
recognize the name. 


Mr. FISHER: I bring this to your atten on because it has definitely to do 
with roadways. You will forgive the first paragraph which is somewhat 
wild-eyed. 

' Mr. Gorpon: I wonder if it would be necessary for you to read it into the 
record, because if you do so it will get spread all across the country pud I will 
not hove had a chance to reply to it. 

Mr. DRYSDALE: Could we have this procedure: whereby the reporter does 
not take it down, but Mr. Fisher will read it? 


The CHAIRMAN: If Mr. Fisher declares it to be wild-eyed, it might be, and 
I do not think we should take up the time of the committee. 


Mr. FISHER: The first paragraph is, I think, unfair to the Canadian National 
Railways. He then goes on down to a specific charge which is backed up by 
one of the most prominent men in the woods industry in Ontario. It reads as 
follows: 

Canadian National Railways employ a ‘crazy’ accounting system 
devised by a ‘fanatical’ economist with ‘strange’ ideas, charged Albert 
Wren, Kenora MPP. He spoke Friday before the Northwest Ontario 
Economic Development Committee. 

Mr. Wren claimed the railway bought Alberta-made ties and shipped 
them, when required as far as Sault Ste. Marie, Ontario. According to 
the MPP the railway reasoned it was purchasing cheaper ties because 
initial selling price in Alberta is less than in Ontario. 

Transportation costs are not counted when C.N.R. says it obtained 
Alberta ties cheaper than Ontario-made products, stated Mr. Wren. 
‘What kind of crazy accounting system is that?’ he asked. 

Northern Wood Preservers representative R. J. Prettie in a brief, 
submitted to the government committee Friday, noted poles, ties and 
lumber can come only from selected woods while pulpwood may come 
from a considerably larger selection. About 25 per cent of all virgin 
timber can be termed selected woods, he explained, and pulpwood can 
be processed from the remaining 75 per cent. 


Now I shall skip a bit because it is irrelevant. I will go along and read as 
follows: — | . 

Julian Merrill, vice-president of the Great Lakes Paper Company 
Limited, commenting on cases where the C.N.R. has refused to purchase 
ties locally, stated the railway was on a ‘revenge’ program. He explained 
‘that previously the C.N.R. had wanted ties at a time when they were 
not available locally. ‘Now they’re getting back at us’, he added. 
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Mr. Gorpon: I would like to comment on that, I wish I could use the same 


kind of language as the gentleman does; no, I shall not call him a gentleman— 


but as the person who set it up. Suggesting that the Canadian National Rail- 
ways is engaged in a revenge program is absolute and complete nonsense. we 

The general procedure whereby the Canadian National Railways acquires — 
ties is exactly the same procedure that is used by the Canadian Pacific Railways. 
It is a procedure which has stood the test of time. 

We make our needs known in various areas in respect of the number of 
ties, the price and condition of ties, and it has been our experience that we have 
difficulty in regularity of delivery, because under certain conditions, when 
the lumber market is good, those people who have timber usually available for — 
ties tend to go into the lumber more and when the market is not good, to the 
railways. 

When the lumber market is poor, everybody tries to sell ties to the railways. 
So, as a condition on our placement of orders, we have insisted over the years 
upon establishing a bona fide delivery on tie contracts which are undertaken. 
If anybody who has a legitimate source of supply of ties can demonstrate by 
performance that he can deliver, then that person is free to make bids for ties 
in any area in Canada. — : 

_ Ido not know what the person means when he speaks of a “crazy account- 
ing system’, but I would judge from the tone of his letter that if something is 
crazy, he is a pretty good judge of what it might be. 

These are statements which just do not stand up under the test of examin-_ 
ation. As I said before, our procedure in acquiring ties is well established, 
and it is exactly the same procedure that the Canadian Pacific Railway follows. 
We know from experience that it is the only way by which we have been able 
to assure ourselves of the delivery of ties. Ties have to be bought in a regular 
cycle so that the ties we buy this year can be matured and treated and available 
for entry into the track in the following year. 

Mr. FISHER: May I ask if there is a similar situation with respect to birch 
and poplar for box car doors in shipping grain? 

Mr. Gorpon: No, that would be a different situation. I do not know the 
details offhand, but I imagine that would be done by regular tender contract 
in which anybody who could meet the specifications could make a bid for the 
business. 

Mr. F1isHER: Would you consider having one of your officials issue a state- 
ment on the spot, that is, in northwestern Ontario, by way of explaining your 
tie policy? 

Mr. Gorpon: I would be glad to. I do not know why this comes up. I 
had not heard of it al all. The question of buying ties is one of those features of 
the railway which always causes a lot of local gossip and rumour. 

I have even had it suggested to me that our buying policy has been deter- 
mined by the political faith of the person involved, but we do not know the 
political faith of anybody. I may have a suspicion about some of the people in 
this room!—but that is about as far as I can go. 

Mr. FISHER: I have one more question. I have heard complaints about the 
purchase of ties in the United States. Have you a part of your line which 
goes through Warrood, and do you purchase ties in the United States? 

Mr. Gorpon: Yes, but for United States use only. 

Mr. FIsHER: And none of them come into Canada? 

Mr. Gorpon: None that I can recall. 

Mr. CHEvRIER: A brief was presented before this royal commission on 
economic prospects. That brief had to do particularly with railway transpor- 
tation. In it there were several suggestions about possible railway construc- 
tion in Canada. I am particularly interested in one suggestion which was under 
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discussion at the time and I wondered if the railway had given it any considera- 
tion; that is, a railway line which would go from Murray Bay along the north 
shore of the St. Lawrence river to Seven Islands, or in the alternative from Lake 
St. John or where your Chibougamau St. Felicien line is now being constructed, 
from there on to Seven Islands and then on to Labrador. Has any consideration 
- been given to that particular suggestion? Has a survey been made, and what can 
you tell us about such a projected line? 

Mr. GorDON: No; but in a general way we have been looking at the 
possibility of such a line. We have had some discussions with interested 
parties, but they have not got down to anything concrete in the economic 
sense. We have not been able to develop any proposal because we do not 
have anything in the form of traffic guarantee. 

At the moment, I think we have looked at three approaches to the project 
but it has not gone past the talking stage. Perhaps that is the best way to 
put it. 

Mr. CHEVRIER: May I follow up with this: have the officials of your 
research division given consideration as to whether such a route would follow 
the north shore or would go inland from the north shore? 

Mr. GorDON: Both have been examined. The big controlling factor is 
the question of a bridge across the Saguenay river. 

Mr. CHEVRIER: You mean the cost of it? 

Mr. GorDon: Yes, and where the river might be crossed. As to a route 
which goes inland, I am trying to picture the map in my mind. The inland 
route would cut right across the terrain and it would be a very difficult route. 

Mr. CHEvRIER: You would not have to cross the Saguenay in that case? 

Mr. Gorpon: An extension of the Murray bay line following the St. Law- 
rence north shore line to the mouth of the Saguenay river would call for 
either a bridge or a car ferry operation there. 

Mr. CHEVRIER: At Tadoussac? 

Mr. Gordon: Yes, and a bridge at that point, I think you would realize, 
- would be a major engineering feat, if possible at all. We doubt if it is possible 

because the river at that point is very, very deep. So it might be a car ferry 
operation if that alternative was selected. 

Mr. CHEVRIER: With the development of the north shore, from a natural 
resources standpoint, as it is going ahead now, does not that offer some 
attractive business to the railway? 

Mr. GORDON: We have not seen it yet. The industrial development on 
the north shore, which involves the production of iron ore, pulp and paper, 
and aluminum, as we know of recently, is based largely on the cheap water 
movement through the navigation season and stock-piling in the winter time. 
There are also possibilities that that navigation season may be increased. We 
also have considerable apprehension as to how the opening of the St. Lawrence 
seaway might affect that operation. As I said before, the conclusion that we 
reached, after discussions with interested parties, was that at this moment 
there is not sufficient prospect of rail traffic to justify the project. That can 
change as we continue to watch the situation. 

May I also make it clear that the crossing of the Saguenay river, on the 
inland route would have to occur near Arvida. 

Mr. CHEvVRIER: The last question I would like to ask on this is, what 
consideration has been given to this projected line, linking up with the railway 
that goes from Seven Islands to Schefferville? 


Mr. Gorpon: It would be part of it if it were done. 
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Mr. CARTER: My question goes back to the policy of purchasing railroad - 
ties, Mr. Chairman. I understand that if the contractor supplying the ties is | 


living in an area served by the railway all he has to do is deliver the ties — ay 


to the railway at some point and the railway then takes delivery at that point 
and looks after the transportation charges. In the case of areas that are 


served by coastal boat there is a different policy, and the man not only has . 


to bring them to the boat but he has to pay freight on them to the railway 
terminals. That puts the supplier in an area served by a coastal boat at a 
serious disadvantage over the supplier in an area served by the railway. I 
wonder if Mr. Gordon would review that policy with a view to putting boats 
on the same basis? 

Mr. Gorpon: I will look into that particular point. I do not profess to 
know all the exact details of the purchasing of ties, but my general under- 
standing is that these factors are taken into account in the laid-down price. 

Mr. Carter: The laid-down price at the railhead? 

Mr. GORDON: Yes. 

Mr. Carter: But that does not apply to a port served by a coastal boat? 


Mr. Gorpon: That is right; and we have to decide what is to our advantage 
and we buy at the best price possible. 


Mr. FRASER: We have not quite reached that point, but could Mr. Corder 
give an answer to my question with regard to freight cars that have been 


painted with light colours or luminous paint? I have asked for that for fifteen | 


years. 

Mr. Gorpon: This is the situation; in the legislation increasing the railway 
grade crossing fund you may recall that there was a special provision in respect 
of the possibility of providing reflectorization of highway signs, as well as the 


possibility of placing reflective markings on the sides of railway cars, with - 


the intention that the railway grade crossing fund would assist in the expense 
in that connection. There has been a good deal of discussion on this subject 
between the Railway Association of Canada, representing all the railways in 
Canada, and the Board of Transport Commissioners, A board order has been 


issued in regard to the reflectorization of highway crossing signs whereby steps _ 


will be taken to provide a yearly program in that connection. 
There still remains for discussion the question of the maintenance costs of 


the signs because the railways quite properly take the attitude that those signs | 


are for the protection of the highway and not the railway. However, there is 
a program under way in regard to highway signs. 


In regard to the reflectorization of railway equipment, when we got down 3 


to a detailed discussion there arose all sorts of questions regarding what is or 
is not involved in a program of that kind, in particular the question of not 
only the cost of painting the cars, but also of maintenance. As a practical 
matter some very serious doubts have been expressed by the railways as to 
the common sens of that kind of action. 

Under certain weather conditions, for instance, the reflectorizing paint on 
the sides of cars would stand about one trip. Secondly, there is the practical 
problem that unless.it were made uniform, so that all cars coming in from the 
United States were also painted with this device, in our opinion, as railroaders, 
you would increase the hazard at level crossings, because you would get a long 
freight train, some cars of which would be covered by this refiectorizing device, 
whereas the American cars would not be. The motorist, having seen: the 
reflectorized cars go by, might quite easily in the dark think that was the end 
of it and drive into the side of the unpainted cars. 

There is also the technical problem of where the markings would be 
placed. Box cars, hopper cars and flat cars are at different levels, and in the 
train and you would not get uniformity in that respect. 
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Our summarized opinion, is that there are a lot of technical problems that 
need to be sorted out before embarking on a program of that kind. Therefore, 
a joint committee has been formed between the Board of Transport Commis- 
sioners and the Railway Association to develop practical views in connection 
with this thing. 

I have before me a number of pages of these technical details, but the 
foregoing, I think, is a general summary of it. If I may express a personal 
view—and I do express it as a personal view because the official view has been 
put forward in a brief by the Railway Association—my personal view is it 
would be a mistake to embark upon a program which I know is dear to your 
heart, Mr. Fraser, but I feel it would add to the hazard rather than reduce it. 

Mr. FRASER: In regard to the American cars not being marked, almost all 
the American freight cars coming into Canada have large markings in white 
letters on them, which show up very plainly. 


Mr. GorDON: You say “most.” Now, Mr. Dingle, let us have your view. 


Mr. S. F. DINGLE (Vice-President, Canadian National Railways): On the 
over-all there are very few such cars. 

Mr. Gorpon: There are on an over-all a relatively small number, and the 
point is, Mr. Fraser, that unless this were a uniform program, unless we had 
the same law in the United States which would require all cars to be marked, 
then any unmarked cars going into a train would produce a hazard for high- 
way traffic. It would be a psychological trap, in my opinion; and if my view 
were asked, as I expect it will be by this committee, I will continue to express 
my opinion strongly that I am against it from a safety point of view. 

Mr. FRASER: In regard to the signs that are going to be luminous, was any 
consideration given to having them marked with the direction that the track 
would be instead of the straight markings, the slope the track is running in? 

Mr. Gorpon: I do not know about that. The information I have here is 
that the Board of Transport Commissioner’s order No. 97269 was issued on 
March 3, 1959, and I think if you get a copy of that order you would have 
the details of it. I do not happen to have the detail before me. 

Mr. FISHER: Supplementary to that question, is there not a trend in the 
United States toward painting box cars brighter colours? 

Mr. Gorpon: Oh, I think they do generally for advertising purposes rather 
than for improving the visibility. 

Mr. FISHER: You have no policy in this direction here? 

Mr. GORDON: Not yet. We try to keep our box cars a standard colour from 
the stanpoint of expense, and I think that is true of the railways in the United 
States. They adopt a colour and stick to it as I recall it. 

Mr. FRASER: Mr. Gordon, apropos of that, a lot of these refrigerator cars 
are in a yellow colour in the states, and if you had those cars at different points 
in your train you would get the same effect. Do you not think that having 
some of these yellow cars at various points in the train would be a good thing? 


Mr. GorDoN: You might be right on that. All I am saying is, your program 
would increase the hazard. There is no substitute for ordinary common sense 
of a highway operator coming to a railway crossing and, as a matter of fact, 
on the figures I have before me of the number of motor vehicles which ran into 
trains at crossings in the year 1957, which are the last figures I have, 51 of 
them happened in daylight and 109 at night. So that twice as many people 
have troubles at night. However, the number which ran into trains in broad 
daylight is substantially a third of the total. 


Mr. FRASER: It may have been daylight, but it might be raining? 
Mr. Gorpon: Oh, yes, but personally I cannot understand people running 
into the side of a train. 
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Mr. FisHER: A supplementary question on the ties, Mr. Chairman. Your | aa 


bid price is the important thing in so far as ties are concerned. Do you allow — : 
for transportation? ee Bie 
Mr. Gorpon: It is the delivered price at the rail point and the price is — 


only one factor. Another is the assurance of delivery. For instance, we have | ; 
a situation where a contractor, or a supplier would be the better term, will a Reta 
undertake to accumulate ties by going around a given area or district, as the ~~ 
case may be, and pick up small numbers. There are some farmers who may 

have 50 or 75 ties. Obviously it is impractical for them to deliver, and so 

what we will try to do is to contract for 2,000,.3,000 or 5,000 ties with one 
contractor, and he becomes sort of a collector of ties. That is where the rumours 

and suggestions arise, because that supplier may make a sweep of the country 

for ties and possibly not visit a farmer whom he does not like. He may just 

ignore him. But if his contract is to supply us with 3,000 ties he may sweep 

the district. I have said this before and I say it again, that if any supplier who 

is acting for the Canadian National Railways on a contract is accused of 
exercising improper pressure or expressing improper preference then we 

want to know about it. We would certainly take the matter up with him and 

point out that this is not part of our policy. 


Mr. FISHER: But it is quite possible under your policy for ties to come 
all the way down from Alberta to Ontario and be used in Ontario? 


Mr. Gorpon: I would not like to answer that. I would think it would be 
unlikely, but there may be some special circumstances such as a shortage, 
for instance, in the area. 


| Mr. BROOME: There was a question which I asked yesterday and I think 
Mr. Gordon said he was going to make that statement today. It was in regard 
to communication and C.O.T.C. 


Mr. Gorpon: I think Mr. Chevrier, Mr. Broome and you were both interested 
in it. As I told you yesterday, this is a very involved matter, but I have tried 
to keep it very brief because I think all you want to know is the actual 
situation as to why we are not at present using C.O.T.C. The history is, in 
1915 the Canadian Northern, which was later incorporated into the Canadian 
National, entered into an agreement with Western Union providing that 
Western Union and Canadian Northern would exchange United States-Canadian 
message traffic exclusively and that they would also exchange Canadian over- 
seas cable business exclusively. 


The Canadian National inherited these contractual obligations with Western 
Union, which will not normally expire until 1978. The Canadian National, as 
I say, inherited those at the time the Canadian Northern became part of the 
Canadian National system. 

The Canadian Pacific had a similar agreement for exclusive interchange 
of United States-Canadian message traffic with Postal Telegraphs of the United 
States, and also an agreement for interchange of overseas cable traffic with 
three companies, which included the Marconi Company which was subsequently 
acquired by the C.O.T.C. 


In 1943 Postal Telegraphs, that is, the Canadian Pacific Railway’s United 
States connection, was acquired by Western Union, and as a negotiated supple- 
ment to this acquisition it was agreed between the parties that until the d 
Canadian Pacific Railway’s exclusive interchange agreement with the Postal 
Telegraphs expired in September, 1959, the Canadian Pacific Railway would 
continue to enjoy a comparable proportion of all United States-Canadian 
message traffic exchanged to that which it had enjoyed under its Postal Tele- 
graphs agreement, even though the Postal Telegraphs had been acquired by 
Western Union. 
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| That is the situation that obtained when C.O.T.C. came into being. Marconi 

came into C.O.T.C. and therefore the Canadian Pacific Railway through their 

connection at that time go into C.O.T.C. because they were not, as we were, 
~ involved in an exclusive interchange with Western Union. So the situation 
stands now, that in September of 1959 technically the arrangement which the 
Canadian Pacific have for exclusive interchange on United States-Canadian 
traffic will expire and at that point all of the parties, C.O.T.C., the Canadian 
Pacific Railway, Western Union and ourselves will negotiate a new deal—a new 
understanding, so to speak—and out of that we hope and expect we will be 
able to conclude arrangements whereby we will be free to exchange overseas 
cable traffic with the C.O.T.C. 

Mr. BRooME: That is in 1959? 

Mr. GORDON: Yes; it is now in progress at this moment. 

Mr. BROOME: But your contract runs to 1978? 

Mr. GORDON: Quite right, we have an exclusive contract with Western 
Union until 1978, but the point is that the United States-—Canadian exclusive 
contract with the Canadian Pacific Railway, with Western Union, expires in 
1959 and a new arrangement at that time will have to be negotiated.. Out of 
these circumstances we hope to get into a position where we will re-orient the 
arrangement, and I am only giving you these bare outlines because there is a 
bargaining position and I do not want to disclose the details. We expect to 
make a good bargain. 

Mr. CHEVRIER: Can you do that in 1959 even ‘though you have a contract 
with the Western Union that does not expire until 1978? 

Mr. GorRDON: That is one of the points we want to discuss with them. 

Mr. BRooME: In other words, most likely you will keep your exchange for 
continental messages and go to C.O.T.C. for cables? 

Mr. GORDON: Something of that kind. I do not want to give all the details 
because there is a bargaining position. All the factors will have to be dis- 
cussed and those discussions have already been started. We have had previous 
discussions which were abortive by reason of this contractual agreement we 
have that does not expire until 1978. 

Mr. CARTER: Mr. Chairman, I just wanted to make a suggestion. This is 
Growth and Progress that we are discussing and runs into several pages. I 
wonder if we would not make better progress if we just considered one page 
at atime. We seem to be switching back and forth. Are we still on page 15? 

Mr. BRooME: I think we are just about through the whole thing. 

The CHAIRMAN: I was assuming you were on page 19. 

Mr. FISHER: I would like to ask some questions about yards and terminals. 


The CHAIRMAN: We have talked about new lines, roadways, yards, 
terminals, dieselization and rolling stock. 


Mr. DRYSDALE: No, we have not. 


Mr. FISHER: I am quite agreeable to Mr. Carter’s aeeetion. but could we 
carry new lines on page 15 and then work down? 


The CHAIRMAN: We have been over it all. Do you wish to start all of it 
again? 
Mr. BrRooME: No, just clean those off. 


Mr. CHEVRIER: I think we have been on new lines for some time now and 
perhaps we could get on with it. 


The CHAIRMAN: All right, new lines? 
Agreed to. 
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Roadways? 

Agreed to. 

Signals? | | 

Agreed to. 
Yards and Terminals? 

Mr. CARTER: On that point I was going to ask Mr. Gordon if he could tell 


us whether he expects to put any work at all on the terminal facilities at nh ti 5 


John’s, Newfoundland, this year. It says here: 


_ At year end, an expansion of the terminal facilities at St. John’s, 
Newfoundland, was also planned. 


How much progress have you made on that? 

Mr. Gorpon: The program is going full steam ahead this year. My under- 
standing is we have got it in play and it is going ahead rapidly this year. 

Mr. CARTER: Work will begin? 

Mr. Gorpon: Well, it has begun now. 

Mr. CARTER: It is already in progress? 

Mr. GORDON: Yes, it is a current item, in other words. 

Mr. FISHER: You have given an indication to the government, have you, 
that you are interested in working cooperatively with the Canadian Pacific 
Railway on the terminal yard that will be necessary for the lakehead harbour 
development? 

Mr. Gorpon: Yes, we have. The Minister of Transport has been advised 
that the proposed new freight terminal will be a satisfactory solution to the 
long-term development of the Canadian National Railways at the lakehead 


and that the railway will welcome an opportunity to cooperate in the design 
of the terminal. 


Mr. FISHER: The deadline date for completion of the large facilities there 


is set for 1961. 


that. 
Mr. FISHER: Do you know, Mr. Hees? I think they figured July, ee 
Hon. GEORGE HEES (Minister of Transport): I am not sure. 


Mr. FISHER: All I am interested in is, are your plans and your cooperative 
work with the Canadian Pacific Railway far enough advanced that you can 
hit the 1961 schedule, on a yard such as that? — 


Mr. Gorpon: I can only go by the note I have here, and it says a further 
study dealing with the adequacy of the railway’s own dock facilities at the 
lakehead ensures that these facilities are capable of handling all expected 
traffic by the end of 1962. That does not mean that the traffic will not start 
ahead of that. 


Mr. FISHER: You state that you can solve your difficulties at the lakenedd: 
Does that mean that this particular yard, running westward, may enable you 
to pick up that line that runs through the city of Fort William? 


Mr. Dincue: Not at all, Mr. Fisher. You are confusing that with our 
wharf handling facilities. This new wharf being constructed by the federal 
government will be served off of that. I do not anticipate any new yard for 
that. 


Mr. FisHer: All I am going by is a plan that one of Mr. Hees’ officials 
showed me, which seemed to indicate twelve or fifteen tracks, which would 
run straight out to the Canadian National and Canadian Pacific tracks which 


Mr. Gorpon: I have it as 1962. You could be right, I do not know about- 
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are at right angles to it and I was wondering what sort of device you would 
have to make arrangements for the cross-over. Would there have to be a 
sort of over-pass there? 


Mr. DINGLE: I have no details of any yard planned to serve the dock. 
Mr. FISHER: And those yard plans, or whatever is there, you say there 


will be no effect on what arrangements you have at Neebing? 


Mr. DINGLE: No. 


Mr. Carter: Terminals—can Mr. Dingle tell me what the situation is with 
regard to the over-pass at Port aux Basques? 


Mr. Gorpon: Well, it is some time since I was in on that personally, but 
it is my recollection that it has been amicably settled. Are you aware of any 
hiatus on it? | 

Mr. Carter: No, but I am wondering when work will go ahead? 

Mr. Gorpon: Well, the last time it came to my attention an agreement had 
been reached and, as far as I know, the work is in progress. 

Mr. McPuHiuuips: This might be on terminals. Is it time to take up that 
question I asked Mr. Gordon last evening about deep sea docks in Victoria? 

Mr. Gorpon: I am sorry I misunderstood you last evening, but I got myself 


- oriented when I began to think about it. We operate Pier A and that operation 


along with the required staff on Pier A takes care of what might be called the 
public arrangement for shipments coming in. The shipments consist mostly of 
export lumber and inward cargo of a general character. 

Pier B is leased, shed 1 to Buckerfield’s Limited, who handle seed and 


- feed, and a section of the other portion to Wagner, Stein and Green, who 


handle scrap, with a portion of the rest to the Victoria Elevators Limited. Our 
records show these piers were entrusted to the railway in 1928, after a period 
of some ten years when they had been operated on a rental basis. However, 
they are now operated under an entrustment order which provides for manage- 


- ment and operation by the Canadian National, the railway to maintain certain 


roadways and shed structures, and the Department of Public Works to maintain 
in consultation with the railway the pier structures. That is the general 
situation under which we operate Pier A as a general facility, and we lease 
Pier B to the peopple I have mentioned. 

Mr.. McPuHILLiIps: Western Lumber Exporters, I think, have very large 
stacks of lumber. Is that yard leased to them? 

Mr. Gorpon: Yes, there was paving of that particular place you mention, 


for the purpose of providing a suitable lumber storage area adjacent to Pier A, 


and that work was over and above the ordinary required maintenance of the 
area. That is leased by the lumber company you have in mind. 

Mr. McPuiuurps: Well, these revenues from docking dues and leasing and 
so on, does that come into the general revenue of the Canadian National 
Railways? 

Mr. Gorpon: Yes, we get the revenue and we are responsible for the 
maintenance and repairs. 

Mr. MontTEITH (Verdun): Mr. Chairman, I would like to ask Mr. Gordon 
what is the future of the Point St. Charles shops? Is there any possibility 
of some of that work being transferred to Cote de Liesse, or will the shops 
stay where they are now? 

Mr. Gorpon: The diesel running maintenance will be at the new Cote 
de Liesse yard, that is all. 

Mr. MonTEITH: Over the past couple of years there has been a steady 
lay-off, in large numbers. Verdun is affected a great deal by the Point 
St. Charles shops. Could you give me a comparison of the number of employees 
there now as compared, say, with 1956? 
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Mr. Gorpon: I do not know if I have that readily available. I have not 
available a figure of that kind, and again we are in the difficulty of not knowing 
what is meant by “comparison” because there is a fluctuating employee list 
that is dependant on what kind of work is going through. We are always —— 
in some trouble with this, that if we take any particular time you have to ask | 
yourself what were the conditions at that time. That does not give an intelligent ., ; 
comparison. I am afraid I cannot do it without making an analysis of the Seat 


This is Canadian National in their Moose Jaw yards. | 
..is done with engines run up from Regina, light and. therefore, 
it would appear to me a very expensive manner of handling the rail 
work as I believe the crews are paid regular time on cone back and 3 
forth. — 


conditions and circumstances at any particular time. ec 
Mr. MonTeEITH (Verdun): I would not want an exact figure es that, just — = = 

an approximate figure. I get that argument every day. oe 
Mr. Pascor: Mr. Chairman, this is quite a local situation. I was going ee 

to write to Mr. Gordon about it, but he may be able to comment. It is a aa 
letter from a Moose Jaw man and I will just read a part of it: Re ee 
[ understand that all of their shunting... . 2 : 


Then he says: 

The C.N.R. have three substantial industries (in Moose Jaw) that 
they service in addition to their passenger trains. They service the 
Husky Oil Bees Beh the Saskatchewan Training School, ane the R.C.A. Ee 
airport.. 


\¥ 


They are quite substantial and he wonders if there is any possibility of a little 
more permanent development in the Moose Jaw yards there. aes 
Mr. Gorpon: Well, that is another example of how many neater know Z co 
how to run a railroad. All I can say is that in all our shunting arrangements > 
or our movements of any kind, that the local superintendent’s job is to see 
to it that they are done on the most economical basis possible. You cannot just 
take a surface indication of that kind and form a judgment as to whether 
or not it is a wasteful operation. I can tell you if it was a wastetul operation, 
we would quickly get to it. eae 
I cannot comment on that specific kind of thing, but if you would ron a 8 
line to me or to Mr. Dingle we will be glad to look into it. I just know there oes, 
is an answer, because all our operations are carefully examined for the purpose a 
of making them as economic as possible. 
Mr. CREAGHAN: Have you any plans at the present time to put a hump ie 
yard in the Toronto area? | Lot Se ae 
Mr. Gorpon: Yes, that was announced a short time ago. a 
Mr. CREAGHAN: That will be four, then, across the system? 
Mr. GorRDON: Yes, the main hump yards will be at Moncton, Montreal, 
Toronto and Winnipeg. 
Mr. CREAGHAN: Will they all have continuous rail? 
Mr. Gorpon: Continuous rail in the yards? Roawy 
Mr. CrEacHAN: In the hump yards. ee ce 
Mr. Gorpon: I was just checking with Mr. Dingle and he confers that 
the use of continuous rail is going to be possible in all yards. eran 
Mr. CREAGHAN: I understand there is some possibility that the hump ; yar 
at Moncton will be opened next year. eee 


Mr. Gorpon: Not opened. 


% 
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Mr. CREAGHAN: In 1960. 

Mr. DINGLE: Toward the end of 1960 we might have a portion in operation. 
Mr. GorpDoNn: It may not be finished but it will be well advanced. 

Mr. CREAGHAN: I would not expect the buildings to be completely finished; 


. I was referring to the main yard. 


Mr. GORDON: We would have some operations toward the end of 1960. 


Mr. CREAGHAN: When it is eventually opened and in complete operation 
there will be certain yards that will be obsolete and probably sold. I was just 
wondering what a person does about buying some of the land in question on 
the trackage that will be abandoned. This is choice commercial land in the 
city of Moncton. 


Mr. GorDON: Bid the highest price possible; see our industrial development 
man in the C.N.R. 


Mr. CREAGHAN: Should a prospective buyer wait until there is an advertise- 
ment, or can he put in a bid? 


Mr. GorDON: He should make an approach as soon as possible and indicate 
his interest; we will discuss it with him and let him know whether or not the 
particular portion is likely to become available—and the sooner the better 
because people are interested in all these possibilities. 


Mr. CREAGHAN: The problem at this time is for the local town planning 
commission and prospective industries to get together and approach the railway. 


Mr. Gorpon: I suggest anyone interested should get in touch with 
Mr. Gonder, our regional vice president in Moncton and he will see they meet 
the right people. 


Mr. FISHER: What will happen to the Mimico and Don yards when you 
get the new facilities in Toronto; will there be land available there? 


Mr. Gorpon: There will be land available, but we are not quite sure just 
how much. We will have land available in certain of these yards. 


Mr. FISHER: Do you say that it will have any effect on the yards at the 
foot of Bathurst street? 


Mr. Gorpon: I do not think so. These yards at Bathurst, and Mimico 
particularly, are definitely a question mark. I have in mind the development 
of the St. Lawrence seaway. We want to wait and see what the traffic impact 
will be on the Toronto area before we make any decision. Once we see what 
the St. Lawrence seaway is likely to produce we will have a better idea. 


Mr. FisHER: A number of us have received letters in connection with the 
projected plans on the north side of Toronto; is there any easy way out of the 
big controversy that is welling up? 


Mr. Gorpon: No, but we have been having very intensive conversations 
with all the interested parties. I have had special meetings with all the Toronto 
members who have approached me on behalf of their constituents. We have 
had constant meetings with all the planning authorities, and even at this moment 
our executive vice president is in Toronto discussing an important suggestion 
in connection with Vaughan township. We set this up as an entirely separate 
project under Mr. J. L. Cann, our engineer. He has with him a staff of technicians, 
not only engineers but real estate advisers and assistants, so that any interested 
party can sit down and talk about their problems or make any suggestions 
that they may have in mind. That will make the whole project more palatable. 
- But when all is said and done some people will be inconvenienced; however, 
we will try to make amicable settlements with them. 
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: Mr. FISHER: In connection with the question of property wales have you 
any indication from the new American yards of a similar type that have been : 
put in as to how it affects property values? 


Mr. GorRDON: Of course, it varies. Obviously, if the line goes through a 
residential area it will tend to reduce property values of the residential district; 
but in areas where industry is likely to develop, it should increase values | —- 
because of access to the railway. So, eS <<, 


Mr. FisHER: In connection with the Symington yards, will that have a = 
definite effect upon the amount of rail traffic at the Lakehead that is AUT a 
there now? oe 

Mr. GorpDoNn: No, it is merely a coordination of our facilities. We have Sie 
three yards in Winnipeg arising out of the amalgamation, and the Symington — 
yard is bringing together at long last the coordination of all our marshalling Kees. 
facilities in the Winnipeg area. 


Mr. FISHER: The Canadian Northern and the old Grand Trunk? 
Mr. GORDON: Yes. 


Mr. FISHER: In regard to Port Arthur and Neebing, is there going to be any 
adjustment there? For example, will the Port Arthur car repair and round- 
house be dropping away because of no further use? 


| Mr. DINGLE: Well, I think it can be said that the Port Arthur roundhouse - 
as such will disappear in time; but as to car repairs and inspection there will 
be no change of any consequence at Port Arthur. Indeed, it may increase. : 
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Mr. FISHER: The question there is a parallel one. Again, it would be ex- — 
tremely valuable property. The roundhouse property les next to the main “ 
industrial belt. Is there any possibility that people should be taking an inter- 
est in trying to purchase that? . * 


Mr. Gorpdon: There is no particular timing in respect of any predenta thnk: = 
the railway has. The best thing to do, for anyone who has an interest, is to : 
get in touch with us and tell us what their interest is. We can tell them at any 22a 
given time whether or not that property is likely to become available. If any- 
one has an interest in property, they would be well advised to let us know. 
The same thing applies to Toronto. We have told everyone the same thing. — 
The city of Toronto has an interest in certain property. I asked them to tell us 
what their interest is and we will give it consideration as soon as we know what 
we can do. 


Mr. FISHER: Therefore in connection with all these properties which would | : 
become available by changes in yards, it is on an ad hoc basis and your general —_— 
advice would be to get in an inquiry about it and see what can be worked out. 

Mr. GorDOoN: Yes. In handling real estate it is not always possible to 
advertise a piece of property for ‘tender which could unfairly deal with the 


situation at hand. People get an idea about a piece of property and then try ~~ 
to acquire it. If we were to hold everything back until we offered it in an é 
open tender, we might prejudice our own interests, as well as others. =.= oo es 

The CHAIRMAN: Gentlemen, I think we are getting beyond the subject; es 


we are getting into real estate. 


Mr. FISHER: These questions are in connection with the yards. I haven 
another question in connection with the Lakehead. What are your plans for , oF 
the Port Arthur repair track; will there be any change there? és ae 


Mr. DINGLE: There will be no appreciable change. We intend to maintain — 
that and service all the cars for that area—and east of Port Arthur. 
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Mr. FISHER: In connection with grain shipments, I understand demurrage 
at the Lakehead is a problem for the railways. Have you made any studies 
in that regard? In so far as the yard facilities are concerned, have you made 
any attempt to improve that—or is it strictly an elevator problem? 

Mr. GorpDon: It is strictly an elevator problem. Very seldom does demur- 
rage result by reason of our inability to repair the cars. 
| Mr. CHEVRIER: I have a question concerning your yard facilities arising 

out of the flooding of your tracks in the international section of the seaway. 
What disposition is being made now in regard to the yards at Cornwall where 
your regional line used to be? Is that purely for freight and track purposes? 

Mr. Gorpon: Are you talking about the Cornwall diversion? 

Mr. CHEVRIER: I have not yet arrived at that point. I am talking about 
what now remains. 

Mr. Gorpon: In Cornwall proper? 

Mr. CHEVRIER: Yes. 

Mr. Gorpon: It is now treated more or less as a spur into Cornwall off the 
main line. There has been no change of any consequence in regard to the actual 
yard facilities there. 

Mr. CHEVRIER: But the yards did not go beyond one or two miles west of 
Cornwall, and: they are stopped because of the seaway dam. 

Mr. Gorpon: Yes. 

Mr. CHEVRIER: Well, you have bought a portion of the New York Central 
line. 

Mr. Gorpon: Yes, but the Cornwall portion was incidental to the purchase 
of the whole line between Cornwall and Ottawa, and in the course of doing that 
we did acquire a portion of the line in Cornwall which was of interest to us in 
connection with servicing. 

Mr. CHEVRIER: Is that to service industry in that area? 

Mr. Gorpon: No. 

Mr. CHEVRIER: Well, could I ask you another question before we leave this. 
In connection with the diversion from Cornwall to Prescott, or Iroquois, how 
many overpasses have been applied for over that stretch of fifty miles? Can 
you tell me whether or not there are a sufficient number of them? 

Mr. GorRDON: Well, I do not remember the number, but I do know that the 
overpasses which were approved and agreed upon by the Board of Transport 
‘Commissioners were built. There were one or two left aside for a later date; 
but everything that was authorized is completed. 

Mr. CHEVRIER: Did you want the two that have been left aside? 

Mr. Gorpon: I cannot say that. We accepted our part of the obligation 
under the grade crossing development. From that point on the initiative is 
theirs, in regard to the matter. 

The CHAIRMAN: The next item is “dieselization”’. 

Mr. CuHevrier: In connection with dieselization, you will recall I had some 
questions the other day and was told to hold them. Could we get the answer 
as to when dieselization on the C.N.R. will be completed? 

Mr. Gorpon: Yes, we expect that everything will be completed by the end 
of 1960. 

Mr. CHEVRIER: How does that compare with other railways, first the C.P.R. 
and the next the United States class 1 railways? 

Mr. Gorpon: We believe that we will pretty well synchronize with the C.P.R. 
Perhaps they will be through with their program a few months ahead of us; 
but in eet of total dieselization, we believe we will be about the same. 
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Mr. CHEVRIER: Can you say what the over-all cost of the dieselization 
program has been since you have started? Bren 
Mr. Gorpon: Our estimate of the total dieselization cost—and that covers 
not only the cost of the actual locomotives but includes all the collateral ‘cia 
in terms of fueling stations, shops and so forth—is $80 million, which is some~ “tat 
what less than we had originally estimated; because at this point we are building a ae. 
to a lower traffic level than we estimated when we started. “pests 
Mr. CHEVRIER: That is the over-all cost for total dieselization, and not what 

you have done so far? 


Mr. Gorpon: Yes. 


Mr. CHEVRIER: Have you made any progress on the development of the gas 
turbine? 


Mr. Gorpon: No, there is nothing new at all in that respect. 
Mr. CHEvRIER: Are the studies still continuing? 


Mr. Gorpon: Not to my knowledge. The studies which were going on at 
McGill university have been dropped. 

Mr. CatHErS: After that first meeting which the Toronto members had with a 
you in connection with the by-pass, did you have any opportunity to discuss 
that with the Toronto people? You raised the point of who was going to pay 
for it. | ; 


Mr. GorpDon: I am sorry; I missed ee of your question. 3a 


Mr. Catuers: In connection with the commuting service, is there anything 
new? 

Mr. Gorpon: Oh, yes. What I said in regard to the possibilities of com- 
muter services was that if this plan goes through and after it has been’ put in 
place, it will relieve existing lines particularly along the Lakeshore, to a point 
where it would be practically possible to put on commuter services. I made it 
clear that if commuter service in the future was to be made available, it would 
have to be a matter of agreement in regard to its financial setup. In other 
words, we were not prepared to embark on our own account for further com- — 
muter service which would show a loss. My suggestion was that local govern- 
mental authorities would have to examine the situation then to see whether _ 
or not they would be prepared to provide part of the cost. In other words on 
the basis that the railway will be able to recover from fares and otherwise the 
full cost of such service. 


Mr. CATHERS: I am speaking more of commuter service to the north. You 
mentioned your line along the shore, but those two lines of yours going north 
would have a heavier load now to what they previously had. 

Mr. Gorpon: No. I mentioned the Lakeshore particularly because those 
are existing commuter services. But the effect of this by-pass line and the 
establishment of the new marshalling yard in the northern portion of the 
Toronto area would relieve all our lines to a point where we would be able to 
discuss the practical possibilities of a commuter service subject to the financial 
arrangements. 

Mr. CaTHEeRS: Around Montreal you have some quite active commuter 
services. Is anybody subsidizing them? . a‘: 

Mr. Gorpon: No. Shee 

Mr. CATHERS: Are you operating those commuter services at a profit? | 

Mr. GorDON: We are not, any more than we are doing it in Toronto. What 
I have in mind is a new commuter service. Rhys a 

Mr. CATHERS: Are you making money out of the ones you are operating in 
Montreal? 

Mr. Gorpon: No, we are not. 
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The CHAIRMAN: I think that was dealt with yesterday, when it was said that 
we are losing money on them. 

Mr. GorDoNn: On all commuter services. 

The CHAIRMAN: That it was only being operated as a matter of service to 
the people. Is there anything further on dieselization? © 

Mr. FISHER: I would like to ask Mr. Gordon this question: at the hearing 
we had on the freight rates, there were several suggestions made. I do not 
know if your officials took note of them at the time; but there was a suggestion 
that there was a certain stubbornness or blocking on the part of the Canadian 
National Railways with respect to consideration of actually using coal facilities. 
They seem to be single minded’ in pushing through diesel, and did not give 
enough consideration to the use of coal. Can you briefly review the sequence 
of events, because I think it is still a standing grievance in the maritime region, 
ees their great coal resources in that area, that you have turned away from 

em. 

Mr. Gorpdon: You will also find that in the maritimes in the operation of 
their coal mines they are using diesel locomotives right in their own works. 
That is the best answer I can give to that. We made it perfectly clear that 
technological change is to complete dieselization, and that it will eventually 
mean no use of coal at all. We have no coal-burning steam locomotives in use 
in the Atlantic region. 

Mr. FISHER: What are the future prospects of electrified lines? 

Mr. Gorpon: That would depend on the technological possibilities which 
may arise out of atomic energy. We do not see anything immediately. Dr. 
Solandt is interested in that subject and he told me recently that he does not 
see any immediate prospects which would make it economically feasible. 

Mr. DRYSDALE: You mentioned 303 units. I gathered that they are mostly 
railroad switchers, and that the average cost would be about $70,000 per unit. 
Is that typical of your average cost? 

Mr. GorpoN: Oh no. There is something wrong with that figure. I can 
give you the approximate cost of any type of unit that you could mention. 

Mr. DRYSDALE: Perhaps I should ask one or two questions, and in order 
to save time you might file the answers to them later. I am interested in the 
total number of diesel units that have been acquired to date and in a break- 
down as to the type and the manufacturer of the different units. 

Mr. Gorpon: Would page 36 not answer your question? It is all sum- 


marized there. 

Mr. DRYSDALE: No, it does not give the manufacturer of the units. I am 
interested in that point to tie in with another aspect as to the location of your 
major maintenance shops. I am interested in the manufacturers from that 
view point. I wondered if there was very much difference among the various 
locomotives—for example, diesel locomotives, and if having different types 
would perhaps increase the maintenance costs? 


Mr. Gorpon: Yes, it would. We have done our best as purchasers to try 
and standardize the types as much as possible. In recent years there are only 
two suppliers of diesel locomotive types that we have been purchasing from. 

The Canadian Locomotive people at Kingston, Ontario can also produce 
diesel locomotives, but in recent years we have found that their prices are 
not competitive. So, as a matter of fact, we have been buying from only two 
manufacturers, the Montreal Locomotive Works, and General Motors. 


Mr. DRYSDALE: Where is the location of your major maintenance shops? 
You mentioned Montreal, Edmonton and Moncton. I presume there is probably 


one at Winnipeg? 
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Mr. Gorvon: Yes. I can give you that in a minute. We went through pes 
all this yesterday when I placed on the record a list of all our motive BON: ea 
back shops. Is that not what you have in mind? Ge 

Mr. DRYSDALE: Yes. : ex 


Mr. Gorpon: Eventually we will have back shop facilities at St. Johns aay 
Newfoundland, Moncton, New Brunswick, Montreal and Winnipeg. Those are - _ 
major back shops: and we will also have a lot of smaller shops. But those 
are the major ones. 

Mr. DRYSDALE: That would mean that according to your procedure, when 
a diesel locomotive breaks down let us say in the Vancouver area, it would ~ 
have to be dead-headed back to Winnipeg for repair? 

Mr. Gorpon: No, no. Those are major repair shops for complete overhaul. 
We have a number of major running repair shops located all across the system. __ 
And if it is a normal running repair which is required, there will be facilities fk ae 


to take care of it at almost every divisional point. ae 

Mr. DRYSDALE: What would be the procedure if a diesel locomiotte should > 2 
break down and be taken into a maintenance point? They would see if they — = 
were able to handle it, and if they could not, then it would have to be ~ 


dead-headed? 3 ee 

Mr. Gorpon: That is right, to a major shop. A major wreck would almost a 
certainly have to go to a major back shop. 

Mr. DRYSDALE: Have you overcome what was considered to be a difficulty | : 
in your approach to your dieselization program? I understand you dieselized a 
the main lines, which would give you your coast to coast transportation, 
whereas the Canadian Pacific Railway tended to dieselize by areas. 

Mr: GorDON: We are over that stage now. We are at the final stage of 
complete dieselization. We started on a different basis than the Canadian 
Pacific, but we finally came together. We started on dieselizing the service, 
~whereas the Canadian Pacific started with dieselizing regions on a geographical | 
basis. We went at it from the standpoint of deriving the biggest savings 
out of any particular service, but we have passed that stage now. 

Mr. DRYSDALE: You had a problem of- increased cost because of dead 
heading locomotives to a major centre? 

Mr. Gorpon: In the earlier transitional stages, yes, but it would not 
apply now. - 

Mr. CHEVRIER: You have dieselized your operation on the south ‘shore a 
opposite Montreal. Has your industrial research division done anything to 
extend the line to the development that is proceeding now on the south shore 
comparable to what the Canadian Pacific Railway has done, for instance? © 

Mr. GORDON: You mean by that, in attracting industry to the area? 

Mr. CHEvRIER: Not so much in attracting industry as in going to where 
industry is being attracted now. 

Mr. Gordon: I know that we have very close relations with all potential 
industries in the area, and we always strive to service industry as it comes in. 

Mr. CHEVRIER: I know that it is the policy of the railway. But has the ~~ 
railway extended its south shore service? Me 

Mr. GorDON: You mean in point of trackage? aes Pra ee 

Mr. CHEVRIER: Yes. 7 sabes 

Mr. Gorpon: I do not recall any need for it. The existing trackage is ea 
already there to service any industry. . 2 Se 

Mr. CHEVRIER: Even down as far as Bonticiocur? 


-- o 
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Mr. GORDON: We have a line there, while the Canadian Pacific does not. 


Mr. CHEVRIER: The Canadian Pacific has a line in the Céte St. Catharine 
lock area? 


Mr. GorDon: Yes, but we are not attempting to invade each other’s areas. 
In other words, if the Canadian National Railways does not have a line into 


_an area, while the Canadian Pacific does have a line into that area, and that 


line is adequate to service industry, we do not, as a matter of policy, build 
unnecessary lines just for the purpose of having two railways in there, so long 
as the railway facilities already there are adequate to service the area. That 
is done under the general arrangement of the Canadian National-Canadian 
Pacific Act. We do not build unnecessary lines. 


. Mr. CHEVRIER: The purpose of my question at the beginning was to 
inquire if, in the development in that area, you had found a necessity to extend 
your trackage or your line? 


Mr. Gorpdon: No, sir, we have not. 


Mr. HORNER (Jasper-Edson): Does Mr. Gordon or his officials have any 
figures to show how much diesel oil is used in a particular year? 


Mr. GORDON: I suppose I can figure it out. 
Mr. HorRNER (Jasper-Edson): How much of it is Canadian? 


Mr. Gorpon: I do not know that. I know we just buy from the oil 
companies. 


Mr. Horner (Jasper-Edson): On a tender basis? 
Mr. GORDON: Oh yes, open tenders to all the major oil companies. That 


is the regular procedure. 


Mr. CHEVRIER: In Canada. 
Mr. GORDON: Our fuel oil for the year 1958, the gallonage was 65,373,080 


and the value would amount to $3,064,366 on an average price of 4.69 cents. 


That is the fuel oil. Now, of the diesel oil only, we had 162,000,632 gallons 
with a dollar value of $22,046,780 with an average price of 13.61 cents. That 
is for the year 1958. 

The CHAIRMAN: Any other question on dieselization? 

‘ Mr. FISHER: Could you give an indication or have you any idea of how 
far your eastern purchases go west? The western oil would be used down so 
far? ; 

Mr. GORDON: Well, the procedure there is that we call for tenders from all 


the oil companies and give the region for delivery, and they quote us a laid 


down delivery price at certain areas across Canada. That is all we know 
about it. Where the oil comes from we do not know, or how they get it there. 
That is their job. 

The CHAIRMAN: Any other questions on dieselization? If not, we will 
proceed to rolling stock. 

Mr. FisHer: I am interested on where you stand now in your program 
for cars for pulpwood? . 

Mr. GorDON: We have not made much progress in that. We have designed 
a pulpwood car which in our tests we have found quite satisfactory, we think; 
but the pulpwood companies have not been able to meet conditions which would 


satisfy us in regard to the usage of the car. We made a proposal to them 
generally speaking that if those cars were produced specially for their 


requirements then they must give us an agreement in regard to the usage over 
an annual basis. That is still under discussion and has been under discussion 
for some time, but we have not reached a practical agreement yet. 


Mr. FIsHER: Where are those cars in use which you have developed? 
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Mr. Gordon: They are not in use at all. This is an improved type of car. 


It is only a prototype at the moment. I am talking about the new pulpwood 


car. ‘ 
Mr. SmitH (Simcoe North): What is the approximate cost of a railiner? 
Mr. GORDON: I will give you that.” 

Mr. SmitrH (Simcoe North): One of the dayliners. 

Mr. GorDoN: The approximate cost is about $230,000. 

Mr. SmirH (Simcoe North): And what is the passenger capacity? 

Mr. Gorpdon: It varies—around 80. 

Mr. FISHER: Well, on these pulp cars, you are shipping a fair quantity of 
pulp on flat cars and some in box cars? 

Mr. GORDON: Yes, this car I was referring to is a specialized type. We > 
have designed it but it is not in operation and the design is not approved yet. 
It is still in the discussion stage. 

Mr. Fisuer: Insofar as you have been able to estimate, I guess the old 
type of facility will continue to be used until you can set some hard and 
fast agreement with the companies? ’ 


Mr. Gorpon: That is correct. 


Mr. FISHER: On this question which is related to rolling stock, you have 
worked out a number of agreed -charges insofar as shipping the finished 
product is concerned; but I have not been able to find on the record any 
agreed charges for shipping pulpwood, at least in our region. What seems 
to be the block there? 


Mr. Gorpdon: Well, largely that it is not necessary. What I mean by 
that is that where pulpwood is normally shipped by rail it is _the only way 
that they can ship it. 


Mr. FISHER: You mean that the railways always lose out where there 
are alternate means of transportation for pulpwood? 


Mr. Gorpon: If there are alternate means of transporting pulpwood we. 
usually lose out for the reason that the major alternate means of transportation 
is stream-driven pulpwood. We cannot compete with stream-driven pulp- 
wood. 


Mr. BRooME: One question in regard to your refrigerator cars concerning 
mechanical refrigeration. I know there are a lot of tests taken in regard to 
shipping fish out of Prince Rupert to the eastern market. Would freight 
refrigerator cars be used in that, or do you have any particular passenger cars 
with good mechanical low temperature refrigeration for shipping the fish? 


Mr. Gorpon: Well, we have been providing sien rae for the shipment 
of fish. 


Mr. DINGLE: It is not the same car. The aluminum car you mention is 
for freight only. Then we have a car that. we handle fish in from Prince Rupert. 
We have done some experimenting with a refrigerator car cooled by mech- | 
anical means. 


Mr. Broome: And those tests were quite successful, so I understand? 
Mr. DinGLE: Yes, but they are hard to maintain and pretty costly. 3 


Mr. FISHER: Two questions. One is in connection with the cleaning plant | 
that you have for rolling stock at the Lakehead. Is there any possibility of 
that being expanded at all? 


Mr. Gorpon: Not as far as I am aware. I would not think it would be 
necessary. 
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Mr. FisHER: The other question: you mentioned yesterday the steel wheels 
and their impact in connection with rolling stock. Can you give us an indi- 
cation of the implication and how far you are along with that program? 

Mr. GorDON: We have just got nicely started on it. We have not worked 
out a program actually. It depends largely on the availability of supply, but 
Mr. Dingle tells me his plan is to install wheels at the rate of about 70,000 
or 75,000 per year. 

Mr. FisHER: And what is the great advantage of the steel wheel? 

Mr. DInGLE: Well, they have a greater wearing quality and do not require 
to be changed as often as the iron wheel. 

Mr. FISHER: And you will be able to have a higher speed train? 

Mr. DINGLE: Yes, higher speed train. 

Mr. Carter: Are they easier on the track? 

Mr. DiIncuLE: I don’t think so, sir. 

Mr. FISHER: What is the relationship of bearings to the wheels? 

Mr. DINGLE: Roller bearings as against friction bearings? 

Mr. FISHER: Yes. 

Mr. DINGLE: Well, the roller bearing is to be preferred. We have less 
trouble with them; but they are very costly, and we have no set program 
for equipping our freight cars with roller bearings. All passenger cars are 
being so equipped. Ese 

Mr. FISHER: You mentioned a freight refrigeration rather than a passenger 
refrigeration. Is that one of the distinctions, one of the differences? 

Mr. DINGLE: Well, there are two types of cars. One car is suited for 
passenger train operation and the other for freight train operation. 

Mr. FisHerR: And this is one of the differences, the one having friction 
bearings and the other roller bearings? 

Mr. DinGLE: Well, it is in this way, that we do not permit the freight 
equipment to be handled in passenger service. 

Mr. FisHerR: What I am curious about is this. I gather from the increase 
in speed that you hope to take advantage of some changes, and I just wondered 


_ whether this is one of the changes that will be a factor? 


Mr. DINGLE: Well, mind you, a train on steel wheels and roller bearings 


is certainly a factor in speed. 


Mr. FisHer: It would also have an effect on cutting down the number 
of repairs to be made, would it not, across the system? 

Mr. DINGLE: Yes. 

Mr. Gorpon: That is one of the things that comes down to an analysis 
of the economics. That is, the roller bearings are much more costly and we 
have to analyse it to determine whether the life we get out of it, and their 
availability for high speed operation, produces a service factor that more than 
offsets the additional cost and the increase in maintenance and things of that 

Mr. FIsHEr: But the two things, the steel wheels and roller bearings may 
have an effect on the opportunities for employment across the system as it 
exists now? 

Mr. Gorpon: It could, yes. 

Mr. CREAGHAN: Primarily how many of these double deck automobile 
transporters have you? Your inventory does not show it? 

- Mr. Gorpon: Does it not show on the inventory? 
Mr. CREAGHAN: No. 
Mr. Gorpon: I thought it did. We have got 125 on order and we have 25 


actually in the service. 
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_ Mr. Creacuan: Is it a longer unit than the ordinary box car? 


Mr. GorpDON: Yes, it is and it is higher too. | ae Be. 
Mr. CREAGHAN: I know it is double deck. About how many fanaa a aa Ke fe 
can you put in them? | I fons 
Mr, DINGLE: One is eight, and we are building some for six. ogee. ae 


Mr. FISHER: With the opening of the seaway there is a ous of eae 
European cars going right through to the Lakehead in fairly large shipments. 
Now, it was fought out several years ago between the railways, this question ee 
of lake carriers carrying automobiles, and were not the railways successful ha baeete- cs 
blocking the institution of an additional. 


Mr. Gorpvon: It was a rate case, as I ean it. I remember the case very 
well as a case, but I connot remember the details of it. I am pretty sure it was 
a question of a tariff to which we objected. 


Mr. FISHER: Well, will this new type of car enable you to compete for the 
western traffic insofar as competition with boats is concerned? | 


Mr. GorpDon: Yes, we have found that these new type of transporters are aad 
very popular with the car manufacturers and that is why we have 125 new 
ones on order. It will meet our competitive position in that respect. Whether 
it will be a direct improvement on the competitive factor of the seaway, . 
remains to be seen. The transporter was originally designed as a competitive 


offset to driving the car on the highway. 2 em 
Mr. FISHER: And you have been successful there, have you not? 


Mr. Gorpon: Yes we have. ee 


Mr. FISHER: Well, how much did. you lower costs of, say, shipments from 
the factories in the east to Winnipeg? 


Mr. Broome: Where you do save is in the manufacturers’ costs of loading 
the cars? 


Mr. GorDon: Yes and we save by carrying eight instead of two in a box 


ee 


car. 

Mr. BrooMeE: The manufacturer has a lot of work to do in loading a car. 

Mr. Gorpon: I have not got that figure available Mr. Fisher, but it did 
substantially lower the transportation costs for the manufacturers. 

Mr. CHEVRIER: I see you have now started an experiment with the new 
aluminum refrigerator cars? 

Mr. GORDON: Yes. 

Mr. CHEVRIER: Has your experiment advanced far enough to enable you 
to give the committee a statement on how successful the operation is? 

Mr. Gorpon: They have been successful. We are now in discussion with 
the company on the maintenance charges and there are some views about that 
that we still have under discussion. In fact, I happened to get a letter just 
this morning from the president of the company. 

Mr. CHEVRIER: What company? 

Mr. Gorpon: The Aluminum Company. He expressed his satisfaction that © 
he could meet the point that we brought out in the. matter of corrosion resist- 
ance and things of that sort. Generally speaking, we regard the experiment 
as a success. 

Mr. CHEVRIER: It is much lighter? 

Mr. Gorpon: It is much lighter. © . . 

Mr. FISHER: I think the railway should be nothin ented for what it has ~° © 
done to the Ottawa-Toronto train and I am curious as to where you got those | 
particular cars that you are using, this is, roomettes. Did you pull them in 
from some place else in the system, or make a purchase? 
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Mr. Gorpon: No, it was a rearrangement we were able to make by reason 
of the purchase of some 50 cars which we got from the New York Central. The 
New York Central, going out of the passenger business, made them available 
at a remarkably low price. As a matter of fact, it was about $10,000 each as 
compared to the original cost of $250,000. They had about eight years’ life 
left. The Canadian Pacific Railway bought some too, so by that purchase we 
were able to rearrange the equipment, on a number of our routes. While I will 
not say that those particular cars got into the area, we were able to release 

~ cars and make some adjustments. 


_ The Cuarrman: Any other questions? If not we will discuss Service 
Improvements. We have been dealing with rolling stock. Any questions? 

Mr. CARTER: I have several questions on this which I have been waiting for. 
I would have liked to asked them on paragraph 9 but first I would like to 
express appreciation of the work which the William Carson, your vessel, has 
done this year in spite of the heavy weather conditions. I wonder if the presi- 
dent could tell us how many chartered ships have now been disposed of and 

what has been the saving in personnel both in Port aux Basques and Sydney 
due to the entry of the Carson into service? 

Mr. GorDoN: That is one of those variable figures again. Depending on 
the traffic and the weather conditions we used to be chartering six to eight 
ships in the course of a season’s operations and right now we are hardly 
chartering any, just an occasional one or two. We regard the William Carson 
as almost self-sufficient in that respect and it would be an unusual circumstance 
now where we needed to charter ships. 

Mr. CartTEeR: Have you any idea of the saving in charter ships as a result 
of using the Carson? 

Mr. GORDON: We have not got it now. I would be glad to analyze it. 

Mr. CARTER: I would be interested in knowing that. This is the first winter 
in history when a regular service has been maintained between north Sydney 
and Port aux Basques. 

Mr. Gorpon: Yes, I think that is right. There have been interruptions 
almost every previous year but the Carson has kept plugging right through 
a and not only has she got through on her own but she has made it possible for 
a other ships to get through. “ 

Mr. CARTER: That is why we appreciate it. 

Mr. Gorpon: She has done a remarkable job and in every way has more 
than justified the design of the ship and the manner in which it was placed in 
service. 

Mr. CARTER: Perhaps I should address this jointly to Mr. Gordon and to 
the minister. I am interested in the progress being made on the new coastal 
boats and particularly the design for the Argentia bay service. I would like 
to know if possible what date this boat is expected to go into service. 

Mr. Gorpon: I do not know that I can answer that. 

| Mr. Hers: I do not have a progress report on the building of those ships. 
I can get it for you this morning if you want. 

Mr. Gorpon: My understanding, Mr. Minister is that the tenders were due 

to be called. If they are not called they are almost on a point of being called. 

That is the current position of it. 

Mr. Hees: I would like to check that for you. 

Mr. Carter: No keels have been laid yet? 
ss Mr. Hees: As I say, I would like to check these details. I will give them 
to you as soon as I have talked to the Department. 
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Mr. Carter: I think last year and the year before Mr. Gordon referred — 
the committee to a Canadian National Railways committee which made a survey 
of conditions in Newfoundland and made certain recommendations. Among 
the recommendations was one to put express offices in some of the ports served = 


by the coastal boats. I wonder what progress is being made as to that? 
Mr. Gorpon: Your point is about the express offices, is it? 


Mr. Carter: Yes, for the coastal boats. I am particularly interested hae 


those on the south coast. I do not want to hold up the committee— 


Mr. GORDON: Well, we are all convinced we have that information but for 
some reason I cannot put my hand on it here. Will you leave it with me andI 


will have it looked up. 


Mr. Carter: Yes. Just one more question. The rail passenger service 
between St. John’s and Argentia where passengers go out to meet the boats is 


perhaps one of the worst services we have now. A passenger coach is hitched — 
on to a freight train and it leaves, I think, around eight in the morning. It is | 


only 80 miles but it takes about six hours to get out there. There is no place 
to eat en route, and I was wondering whether something could not be done to 
improve that service . 


Mr. Gorpon: Is it the only access from St. John’s to ee 

Mr. CHEVRIER: Invite the minister down. 

Mr. CarTER: The only way you can do it is to disconnect the freight or 
put on a railiner. A railiner would give much faster service. 


Mr. Gorpon: I am making a note of it and we will have a look at it. If 
that is the worst service now I am glad to hear it because I call your attention 
to the Daily News article headed “‘C.N.R. Contributes Extensively in Course of 
Decade”. This is April 1959. | 


Mr. CHEVRIER: Let us see the other side. 
Mr. Gorpon: This one here “Public Welfare Service’? 
Mr. CHEVRIER: No. 


Mr. GorDON: This is it and the whole thing is a eulogy to the point where 
if I were not a very modest man I would get swell headed. 


Mr. CHEVRIER: May I follow up Mr. Carter’s questions by one other. I note 
that the “Carson” has now been in operation for seven months? 


Mr. GORDON: Yes sir. 

Mr. CHEVRIER: Can the president give the committee an idea of the dollars 
and cents results of that operation during that time? 

Mr. Gorpon: I doubt if I can break it down accurately. I can give you 
the bare figures. 


Mr. CHEVRIER: And how does it compare with the one or two ships that | 


were in operation between North Sydney and Newfoundland before the “William — 


Carson” was put into service? 


Mr. Gorpon: The “Carson” went into regular service between North 


Sydney and Port aux Basques August 26, 1958, and in that period the operating 
revenue was $256,504, the operating expenses were $807,395 showing an 
operating deficit in that period of $550,891. 

Now, we have other figures in regard to our other operations in and out 
of Argentia; but since they are no longer pertinent— 

Mr. CHEVRIER: But you say here in the report on October 5 the “Carson” 
began scheduled service. 

Mr. Gorpon: Began ‘‘scheduled” service, yes. 


Mr. CHEVRIER: Well, what I would like to know ‘is from October 5 until 
now have you a statement up until, say, the end of April? 
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Mr. GorDon: No, I have only got a statement showing from the point 
she started going into service. We carried on a preliminary service on an 
experimental basis. 


Mr. CHEVRIER: Then what you are giving me is what? | 

Mr. Gordon: August 26 until December 31. It would not be far out from 
the point of view of the railway because the only item would be the August 
26 to October 5 figure, and the tendency would be to increase the expense 
because this was on a testing basis and was just taking freight business. 

Mr. CHEVRIER: The point I am trying to get at is this: how will the 


operation of the Carson compare with the service before she was put into 
service? 


Mr. Gorpon: That would take an analysis. I do not know if we have it. 


I have a note here that on the date you mentioned in the corresponding period 


in 1957, that is, October 6 to December 31, a total of eight vessels in the Cabot 
straits service carried only 31,882 tons, averaging 371 tons per day. The 


“Carson” transported between October 6 and December 31 approximately 


7,000 more tons of freight than the combined cargoes of eight vessels in that 
period in 1957, which is-an increase of nearly 22 per cent. I have not the 
dollar figures of that but I will try to get them for you. Then that is not 
a full comparison because it was still a preliminary service. 


Mr. CHEVRIER: Are you able to say that in due course this will be a 


profitable service as compared to what the previous service was? 


Mr. Gorpon: It will certainly reduce the cost. Whether it will get on 


a profitable basis remains to be seen. I doubt it. 


The CHAIRMAN: Any further questions? 
Mr. CREAGHAN: On the Ocean Limited, as far as I am concerned it is a 


wonderful train now, since you have improved operating time in the last 


year or so in reducing the running time. I wonder if you or your staff have 
any predictions of any possibility of it even being shortened again. You have 
got it down now to twelve hours. 


Mr. Gorpon: I thought that we had passed the passenger service. 
Mr. CREAGHAN: No, this is a service improvement. It is under section 61. 
Mr. Gordon: We have no further improvements in running time in mind. 


We think we have got it at a point where we are doing as well as we can. 


Mr. CREAGHAN: Well, how do you explain that it runs westward quicker 


-.than it runs eastward? 


—_ Mr. Gorpon: Probably the wind! 
Mr. CREAGHAN: No, I do not think the wind is a factor. 
Mr. Gorpon: Well, that is an operating matter. 


Mr. DINGcLE: It is a matter of schedule. There is no reason why there 
should be any difference. It is the work that has to be done one way as against 
the other. 

Mr. GorDon: Is it not because there may be longer or more frequent stops? 


Mr. DincuLe: Yes, the eastward train has priority over meets and so on. 


Jn other words, priority goes to the train going east and the fellow going west 


;? 


has to pull off and wait. 
Mr. Carter: My final question is, has any consideration been given to 
providing cafeteria cars on the Newfoundland railways? 


Mr. Gorpon: No, not of the type you see on the mainland, because the 
cafeteria cars have been cars that have been reconstructed and reconditioned 
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in our own shops, and we have not any surplus cars in the Newfoundland 
service of the narrow gauge that we can use for conversion purposes. It would — 
mean buying new cars and we are not in the frame of mind yet to justify that — 


cost. ce 

Mr. Horner (Jasper-Edson): In regard to speed, there are two or three Ee ; 
questions I would like to ask. Some of the railway men in Jasper and Edson ~~ 
tell me if they were allowed to they could cut a substantial amount of time — A 
on the Edmonton-Vancouver run. “Coe 


Mr. Gorpvon: That is a normal thing in railroading. The reason for that — 
is, when you set down a time schedule you have to set it on the basis that you 
arrive at your main city point at a specific time. That is where the on-time 
performance is important. We have to allow a certain margin in between 
there so that under adverse conditions we can make up time; so that when. 
you are running under the most favourable conditions you can quite often 
do better. Those figures are what might be called the average probability pee” 
of getting in on time. a be 


~\ 


Mr. HornER (Jasper-Edson): Is there anything to the fact that they seem | 
to have the impression they are limited by the time that the Canadian Pacific 
Railway can make? : 


Mr. Gorpon: I do not think a year has gone by that I have not had occasion | 
to deny that statement and I deny it again. 


Mr. HORNER (Jasper-Edson): One other question, and that is with roman 
to your train from Capreol into Ottawa here. Is there any reason why it has to — 
dawdle along? 


Mr. Gordon: The same reason. We are most anxious to arrive in Ottawa 
at our scheduled time. We push the train along to make sure the probabilities 
are that we will get in on time, and under certain conditions we have arrived —_— 
at Capreol on a basis that we can make our time faster into Ottawa. But when 
we do that we have to dawdle along so we will not get in ahead of time. One _— 
of the most disorganizing things that can happen on any railroad is to get in oa 
ahead of time and foul everything else up. It is not proper under the operating i 
rules, as a matter of fact. ; : 


The CHAIRMAN: Any other questions? 


Mr. FIsHER: Mr. Chairman, the local newspaperman in Geraldton has 
been embarking on ‘a campaign to increase the use of the railway, because 
he says it is our railway. He oe some very complimentary things to say, but — 
he has two criticisms: 


First, we make a big complaint about the station at Longlac. For ; 
a transfer point this station is ridiculous. The rest room was so cold 
that you could see your breath. - The smell left much to be desired. <3 


Mr. GORDON: Desired in what way? 


Mr. FISHER: Have you been in the station? 


Mr. Gorpon: I have. I am wondering what kind of a smell he would like! 


Mr. FIsHER: I think you know what I mean. 


We have never seen such conditions in any other public place in 
Ontario. It is a wonder that the Department of Health has not closed 
the place up. 


Why cannot there be an improvement made in that particular station? It — 
is a transfer point. I have jammed in there myself with fifty people when the | 
main line trains have been a bit late and when it was 40 degrees below zero. 


RAILWAYS, AIR LINES AND SHIPPING 177 


Mr. Gorpon: I am personally inclined to agree with you, Mr. Fisher. That 
is one of our bad points and the question is just a matter of cost. Mr. Vaughan, 
who is in charge of our station committee that examines all these places, tells 
me that Longlac is currently under examination. 

Mr. FISHER: There are no alternate places to go there. 

Mr. Gorpon: That is right; I am not at all proud of what we have there. 
It is just a matter of cost. 

Mr. FISHER: The other general comment this man makes is that occasionally 
in the dinette cars and other cars you will see the serving men, the waiting 
staff, spic and span, whereas you will see the men who work in the kitchen 
drifting around unshaven and with dirty uniforms. 

: Mr. Gorpon: Is this a recent observation? 

Mr. FISHER: Yes. 

Mr. Gorpon: Because it is along the lines I mentioned of toning up our 
crews on the passenger trains. I think we have established quite an improve- 
ment on that. I do not know if you saw the advertisement that went out and 
also the advertisement that was issued by the unions themselves. 

Mr. FISHER: Yes, I saw it. 

Mr. Gordon: They issued a call. To the extent that supervision can 
- accomplish something, we are doing it; but you will always find individual 
instances where you get a fellow who will not just measure up and then 
when we fire him we have a grievance. We have to sit down with the union 
representative and explain as management why we have the right to fire 
- someone. 

Mr. FISHER: Is it true that there has been introduced in the Montreal- 
Toronto service a rule that keeps coach passengers out of the dining car at 
certain times? 

Mr. Gorpon: No, that is not true. 

Mr. FISHER: I would like to ask a question in connection with these 
different meal services. Last year you filed a breakdown of the cost, which 
indicated that you lost on all this type of service, but that you lost less on the 
dinettes. 

Mr. GORDON: Yes. ; 

Mr. FISHER: I wonder if you are in a position to file any of those figures 
in order to give us an indication of whether you are making any progress with 
that particular item. 

Mr. GorDON: Yes. In 1958 on the dining, cafe and buffet cars we served 
1,171,576 meals at an average revenue of $1.777. That compares with 1957 when 
the number of meals was 1,686,272, at an average revenue per meal of $1.803. 
So we slipped both in regard to number and average revenue. 

In the dinette cars we served 531,861 meals in 1958 for an average revenue 
of 92 cents. That compares with 342,429 meals in 1957 at an average revenue 
of 99 cents; so we increased our volume in the dinette cars and reduced our 
revenue somewhat. 

In the sleeper-grill cars, commonly known as the coffee shop, we served 
305,917 meals in 1958 for an average revenue per meal of .721 cents, as against 
444,119 meals in 1957 at an average revenue of 71 cents. 

In the cafeteria cars 100,575 meals were served in 1958 at an average 
revenue of 87 cents, as compared with 57,273 in 1957 at an anverage revenue 
of $1.02. 

The total of all our meals for 1958 was 2,109,929, for an average revenue 
per meal of $1.365, as compared with 2,530,093 meals in 1957 at an average 
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revenue per meal of $1.484. Now, if we take that on the average loss per meal . 
on all cars, the average loss per meal in 1958 was .847 cents, as compared with Sones 
127 cents in 1957. | 


The CHAIRMAN: That i is 84 cents a meal. 


Mr. Gordon: The average loss per meal, yes. So we lost more in 1958 a 
than we did in 1957. : os) ga 
Mr. FISHER: Have you any ideas on how this could be corrected? ~— : fe 
Mr. GoRDON: When we talk about a loss, we have very much in mind that ES 
it is part of our cost of the passenger business. It is a “loss leader”, as it were. fe 
It attracts passengers to the trains, and if we did not serve them, the passenger be 
business would fall off substantially. =e 
We have been experimenting as to how to hold these costs down, but on 
we do not see much chance of improvement, beyond the figures Ihave mentioned. J 
The CHAIRMAN: The airlines give them for nothing. i a : 


Mr. CHEVRIER: Some of them are pretty hard to take. , 

Mr. Gorpdon: And the price is included in your ticket. 

Mr. CHEVRIER: Yes. 

Mr. FISHER: You have diversified this now so you fee four ES of wea 
service? 

Mr. GORDON: Yes. . . = 

Mr. FISHER: Are you going to make some decision as to which would be 
the two preferable ones and reduce the other two? : | 

Mr. GORDON: We have been experimenting for quite a while and testing | 
out different types of service in different trains to see what brings the most — o 
popular response. That is why we developed these cafeteria cars. The dinette - 
car is our innovation as well. We have these dinettes in Canada and we are igs 
trying to test them on different types of trade. . 2 = 
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Mr..FISHER: In connection with cafeteria cars, have you experienced any 
difficulty in connection with jostling caused by the movement of the train? — = 

Mr. Gorpon: That is not our major difficulty; it is part of the operational ot 
situation that we meet. It depends on the class of service we put them in. We | R 
have not received many complaints in connection with that. a 


The CHAIRMAN: The next item is the ‘Montreal terminal development”. 


Mr. CHEVRIER: May I ask a question in connection with paragraph 66; 
concerning the new office building. I understand a contract has been let for 
the foundations. What is the present position and when is it expected the office _ : 
building will be completed? ea 

Mr. Gorpon: The building foundations are about 80 per cent completed. — ¢ 
The engineering specifications have been prepared and the contracts have been 
let for the structural steel. The floor contract has been awarded, and other 
specifications are in advanced state. All the contracts will be let in the 1959 
season, with the project scheduled for completion in 1961. 


Mr. CHEVRIER: Could you give us some idea of the size of the building, the 
number of storeys and so forth? 


The CHAIRMAN: That is set out in this order item—470,000 square feet. 


Mr. Gorpon: The building is designed to accommodate the present office fe 
staff totalling 3,400, with a margin of 400 more for expansion. ~# 


Mr. CHEvRIER: And the number of storeys? 
Mr. Gorpon: Sixteen. ee 


Mr. CHEVRIER: And with the completion of that, you will then torn aeee 
your three main buildings that were started some ten years ago on the south side ; 
of Dorchester, that is the aviation building, the office building and the hotel. __ 


2) 
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Mr. GORDON: We have given up the office building, which was going to be 
between the hotel and the aviation building. We came to the conclusion that 
that space too extravagant for a head office building for the C.N.R., and that we 
could fill our purpose equally as well by going to the back of the property and 
using the location at the corner of Lagauchetiere and Mansfield. 

Mr. CHEVRIER: Do you expect in due course to make use of the site between 
the aviation building and the hotel? 

Mr. Gordon: That is under negotiation at the present time. We have a 
number of interested parties. It would be built by outside people on our land, 
and we will make a deal with them. 

Mr. CHEVRIER: What will happen to your other twenty locations? 

Mr. Gorpon: They will become available. There was a lot of space con- 
verted into office space under the viaduct. It has not been suitable for many 
years. We gave a commitment twelve years ago that we would get those offices 
out of there, and only now are we discharging that commitment. The space 
under the viaduct will be used as warehouse space for railway deliveries; it was 
originally designed as such. But most of the other buildings are rented space 
which we will give up, and we believe the main office building now at 360 McGill 
will be available for sale. 

Mr. CHEVRIER: You will move your headquarters to the new building? 

Mr. Gorpon: Yes. At the present time we have twenty-three or twenty- 
five separate addresses in Montreal. 

Mr. CHEVRIER: Well, your main office building is certainly a dilapidated 
structure. . 

Mr. GORDON: Yes, it is; I think it was built in 1899. 

Mr. FisHEr: Mr. Chairman, as there is just five minutes to go until caucus, 
could we adjourn now? | 

The CHAIRMAN: I thought we had decided to go until eleven o’clock. 

Mr. CHEVRIER: I thought we were going to sit until one o’clock! 

The CHAIRMAN: It is all right with me. The rest of my friends have a 
caucus meeting. 2 

Mr. FISHER: We know you want to get out to hear who these parliamentary 
assistants are. 

The CHAIRMAN: If I thought I was going to miss anything like that, I would 
adjourn right now. Could we deal with another item or two? The next item is 
“Integrated Data Processing”’. 

‘Mr. FISHER: I am curious about the fact that the waybill analysis seems to 
be used by everyone to get a picture of railway traffic costs and that sort of 
thing. In regard to this integrated data processing you are introducing in 
your freight program, are you going to be able to extract from it similar kinds 
of information, or possibly more? 

Mr. Gorpon: Mr. Toole is our expert in this field; perhaps you will deal 
with this, Mr. Toole. 

Mr. TOoLE: Yes, we expect to extract even more information than comes 
from that waybill sample, and as the capacity of our machine rooms take hold, 
we will have more meaningful types of statistics. This is due to the machine 
being able to get at the information on the waybill more quickly than you 
ean by use of this statistical sample. 

Mr. FIsHEeR: Is the C.P.R. in the same field, with the same ideas? 

Mr. Tooue: I do not know whether their ideas run similar, but they are 
working on it. 

Mr. CHEVRIER: The information is available to them as it is to you, is it not? 


Mr. TOOLE: Yes.~ 
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Mr. FISHER: Well, if they have this kind of procedure— 
Mr. GORDON: Yes, they are going on. 


Mr. FISHER: There will be a great deal of valuable informenon: you will? 


want to restrict some of it because of your competitive position. Would you 


welcome the opening up of some of this information to the Board of Transport ea 


Commissioners or do you expect that such requests will come forward? 


Mr. Gorpon: There is a major point about which we must be careful. This 
electronic data processing device is a remarkably flexible type of operation and 
people become fascinated with what it can do. If we are not careful we will ~ 
find ourselves making an analysis of everything under the sun, including how 


many redheaded babies exist in 1974. We have to be careful that we hold __ 


down the analysis to a point of practical use and make sure we provide it ae 
only for a purpose that is really needed for managerial control; otherwise our 


costs will become astronomical. Do you not agree with that, Mr. Toole? 


Mr. TooLE: Yes, I agree. We do a lot of work and we exercise a great 
deal of control on the output of this machine. 


Mr. FISHER: Have you had requests from the Board of Transport Commis- 
sioners to provide them with any information? 


Mr. GorDoN: Not by reason of this machinery. 


Mr. CHEVRIER: In the study that was made by the Board of hota 
Commissioners was not the information obtained from the railways first and 


foremost in order to develop a study of that waybill? 
Mr. TooLE: They sent people in, and used our people. 


Mr. CHEVRIER: And studied examples of these waybills from one end of 
the country to the other? 


Mr. GorDoON: My recollection is that in the course of giving edence in the 


committee on the $20 million subsidy, I remember reading the evidence where _ 


Mr. Knowles referred to his ability to run through the cards. That means he 
has punched cards on one of these mechanical systems and by manipualtion he 
- can get certain types of information. The evidence also indicates the informa- 


tion the Board now has was secured by the Board itself from the records 


provided by the railway. 


Mr. FISHER: The trucking interests are also using this waybill analysis 
information. I wonder if you feel there has been any—I will not say ges 
use of it; but is it statistically unsound? 


Mr. GORDON: That is the reason we are reluctant to have the statistical 
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analysis of our business exposed to our competitors, when we do not have equal _— 


access. If we are reluctant at some time, it would be because of competition. 


The CHAIRMAN: Gentlemen, we will meet, as planned yesterday, immedi- 
ately following the orders of the day. The meeting will be held in this same 
room. 


Luncheon adjournment. 


Pe ee BN Ae ee OPO ae ed 


4 
, 


RAILWAYS, AIR LINES AND SHIPPING 181 
AFTERNOON MEETING 


WEDNESDAY, May 6, 1959. 


The CuHarrMAN: Gentlemen, I see a quorum. Let us proceed. We are at 
research and experimentation. Are there any questions under that heading? 


Mr. DRYSDALE: Mr. Chairman, may I raise a question of privilege in con- 
nection with an article in this morning’s edition of the Montreal Gazette by 
Mr. John Leblanc. It is headed “C.N. Plans Expanded Trucking”. There are 
some comments on a discussion which Mr. Gordon and I had yesterday con- 
cerning agreed charges, and it says: 


Mr. Gordon defended CNR freight rate reductions aimed at meeting 
‘challenges’ of trucks against suggestions by Committee Member John 
Drysdale (PC—Burnaby-Richmond) that the publicly-owned company 


was cutting rates below the level where they were compensatory to 
the CNR. 


And then in brackets it says—and this is the point I wish to challenge: 


(Federal legislation says that all freight rates must be compensatory— 
that is, give the railways at least their out-of-pocket expenses.) 


I felt that this interpretation in the Montreal Gazette is misleading because 
there is no definition in the Transport Act of compensatory rates and there is 
nothing which says that agreed charges must be compensatory, or which covers 
them as a definition and relates them to out-of-pocket expenses. That is the 
only point I wish to raise: that is, that at present this article gives a misleading 
impression. 

The CHAIRMAN: You mean that the president merely says that these rates. 
must be compensatory? } 

Mr. DRYSDALE: I was not challenging the president at all. I was challeng- 
ing the interpretation in that article by Mr. John Leblanc when he said that 
federal legislation says that all freight rates must be compensatory—that is, 
give the railways at least their out-of-pocket expenses. I say that the legis- 
lation does not say that. Perhaps it is a question of interpretation. 

Mr. Pascoe: Is it a question of privilege? 


Mr. FISHER: There would be, if he wanted to call the reporter to the bar 
of the committee. 


The CHAIRMAN: I think your purpose has been served, Mr. Drysdale, by 
your putting it on the record. 


Mr. DRYSDALE: That is all I wanted to do. 


The CHAIRMAN: Mr. Drysdale has gone on record. I think that rather 
than the reporter being called to the bar, he might be forgiven, because I have 
even known—despite how accurate they usually are—I have known greater 
mistakes to be made by other reporters. 


Mr. FISHER: You have been in the horse racing business. — 
The CHAIRMAN: I think that point is well taken. 


Mr. FISHER: In connection with paragraph 74 of the annual report, the 
point which bothers me is this: I understood that this associate committee on 
railway problems was only formed in March, 1958. Does this indicate that 
it has already carried out two programs, one on railway trucks and the other 
on gas turbines? 
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merely ‘that we were able to form an ‘association with the National Res 
Council to look into a number of questions jointly with us; and we also h 
the Canadian Pacific Railway in association on these problems. We . 
merely indicating that the studies are being carried on. 
Mr. Fisuer: This morning I thought we had an indication that there was 
an experiment in gas turbines. ea 
Mr. Gorpon: Mr. Chevrier was referring to a specific matter that we under- Sona 
stood between us, and which had to do with the Mordell experiment at McGill oF 
university. As far as I am aware that experiment has been discontinued. . 
Mr. FisHeR: I know it has. But what is this ee gas turbine that thee 
this committee is working on? te ae 
Mr. Gorpon: Are you referring to paragraph 74? Rg G oe 
Mr. FisHER: According to the National Research Council report there are 
two problems being tackled, one on railway freight trucks, and the other on 
gas turbines, iS 
Mr. Gorpon: Where did you get that information? 
Mr. FisHER: From the National Research Council annual report. 


Mr. Gorpon: The only studies I am aware of at the moment, projects aoe 
which are immediately under way, are a research project of a fundamental — 
nature to study the design of freight car trucks, that is, engineering design . 
features, in order to provide low cost truck performance and improve thee 
riding qualities of the car; secondly, a study having to do with a substitute fuel 
for diesel locomotive engines. We are trying to find out whether diesel fuels 
currently in use can be improved from a cost standpoint, and so on. The third 
study is on air brake system performance, with research on it to improve the 
function and reliability of the air brake system, including some effort to over- 
come deficiencies, particularly under winter operating conditions. The fourth | 
study is on a question of power sources for isolated places. As it stands now, 
the provision of a small amount of electrical energy is very costly at points 
remote from electrical power supply lines. So they are trying to see if they 
can develop some alternative means of providing electrical energy under those 
circumstances which may involve the investigation and use at least of atomic- 
powered electrical generators. 

Those are the only four studies of which I am aware. It may be, as 
Mr. Vaughan informs me, that the Mordell studies at McGill university have 
broken down in regard to the difficulty in disposing of residual ash; and it may 
be quite likely the case that the National Research Council has taken it over 
independently—I mean the experiment at McGill university. Probably that is. 
what the reference is intended to mean, but it has not been done in conjunction: 
with ourselves. Dr. Solandt was interested in the project. 


Mr. FISHER: I think everyone is very pleased that you have someone of the 
calibre and stature of Dr. Solandt working with you. But I wondered about 
this particular committee. Is it a fact that since the Canadian Pacific Railway 
is in it with you, that does not restrict you, for example, from giving some of | 
the research work to the National Research Council on a contract basis, and 
so on? 


Mr. Gordon: No. We would join in some projects ene we have seeutieia 
interests, but it does not limit us in any way. In some cases tests might be 
carried out by the Canadian Pacific or by ourselves. It is a co- -operative effort — 
and there is nothing in it which will deprive the scientist of his objective 
approach to any of these problems. 

Mr. FISHER: On the scientific side are you developing actual research 
facilities in the sense of laboratories and experimental rooms? 
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Mr. GORDON: Oh, yes, we have had that for many years. We have a lab in 
Montreal which conducts a great number of experiments on specific things, 
and we have had considerable success in a number of those items. Our 
experiments on the types of oils, for instance, have been watched with 
great interest by railways elsewhere. We have produced data in respect of 
heavy coil springs, and we discovered, by reason of our research work there, 
we were able to get the manufacturers to change the method of producing 
springs so we would get a much better and much longer lasting spring. 

Then we have a whole series of tests in regard to specifications of materials. 
For example, when we even buy towels for our hotels our testing lab will 

take on the job of determining the thread content or cotton content of individual 
towels, sheets and so on. We have tests of that kind on paint and almost 
everything we use. 

Another thing for which the research lab is very useful is examining 
claims that we have reason’ to suspect are faked or unjustified, and we can 
often analyze the allegation that the goods were damaged in railway transit 
and are able to prove that it could not have happened on the railway. 

Mr. FISHER: I am sorry, I had the conception of your research as being 
more a coordinating and informational centre. I had not realized it had gone into 
these things. 3 

Mr. GorDON: I would be very glad to invite you, sometime when you are 
in Montreal, to visit the lab. I think you would find it very interesting. 

Mr. FISHER: I think everyone on this committee would. 

_ Mr. Gorpon: I would be glad to arrange it for any member of the committee. 

The CHAIRMAN: Mr. Chown? 

Mr. CHown: I have a file of correspondence on brake adjustments, which 

all developed over the last few months and has been mainly dealt with by 
the Board of Transport Commissioners in relation to what is called the double 
brake fulcrum. Could I send that file to you with my compliments, and it would 
in turn be referred to the department that is doing this research? 

Mr. GorRDON: Yes, indeed. Dr. Solandt would be very glad indeed to look 
it over for you. 

The CHAIRMAN: Any other questions? 

Mr. FISHER: This computer, mentioned in paragraph 75; was that one of 
the National Research Council’s computers worked out here, or was it one 
worked out by some private research firm? 

Mr. Tooue: Actually, operational research are using the computers that 
are attached to the data processing centre. They do studies on various elements 
of railway operation and use the computer in order to assemble the statistics 
in the manner in which they want them for study purposes. 

The CHAIRMAN: Any other questions? 

Agreed to. 

The CHAIRMAN: The St. Lawrence seaway project at Victoria bridge in 
Montreal, work proceeded on new highway approaches and lift spans to permit 
an uninterrupted flow of vehicular traffic over the seaway locks. 

Mr. FISHER: There is one question I wanted to raise here. I have noticed 
some critism in the Montreal papers of this particular bridge and what has 
been done may be in terms of those lines and in architectural fields and that 
sort of thing. Have you noticed those criticisms? 

Mr. GORDON: We are very close to them indeed. We have been in touch 
with all the interested parties; and the arrangements that have been made 

on Victoria Bridge now are based on providing uninterrupted traffic flow 
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eventually when the work is done for the train operations, the ship operations Pi 
and the highway operations. The criticisms we have heard from time to time 
have been largely from people who thought they had a better idea than we 
had; but in each case when we put it to them ak have not been able to ~~. 
produce it. 


The CHAIRMAN: Mr. Chevrier, do you intend to ask any Seheh Supe on this es 


project on the Victoria-St. Lawrence seaway, as you are from Montreal? ae rot 

Mr. CHEVRIER: Yes. I wonder, Mr. Gordon, if you could tell the committee, re 
not just why there will be so much delay in the construction of the rail aspect a 
at Victoria bridge, but is there not some way in which the twelve weeks’ — * 
delay—correct me if I am wrong, but I am going by what I saw in the press—is < 
there not some way in which the twelve weeks’ closing of one of the lanes of = 
traffic on the Victoria bridge could be lessened? tee: 


Te 

Mr. GoRDON: Well, no; to simply answer that question; but I will say that “ae 
that difficulty has been very much exaggerated. The closing of the bridge Ko 
will be necessary, in order to make the connection with the diversionary — 


bridge, for a period of six or eight weeks this year. First of all I will remind = 
you that that bridge operated for some 75 years, with only one lane, and we. 27 
are only returning to that situation for a temporary period. Furthermore, the ie 
span itself is in very much better condition than before. It has been all Se 


resurfaced and we intend to operate under a fleeting process of handling ~ 


certain traffic, in which way we feel that the actual congestion will be much ok 
lessened. ee 

Mr. CHEVRIER: I realize that the condition of the two lanes upstream and ae 
downstream, is far better than it was originally, and I think the Canadian rae 
National Railways should be commended for the construction of the additional ss 
lane. Could you say how long in 1959 and how long in 1960 one of the two 
lanes will be out of commission? 7 ‘s = 

Mr. GorDOoN: Yes; as to this year we estimate it will be a minimum of about a 


eight weeks. We might better that, but we do not want to predict it except & 
on the conservative side. As you will see, you will have further delay next year E 
and we may have to put one lane of. traffic out of commission for about six to poe 
eight months. That is just one of the things that has to be, in order to complete i 
the seaway approaches generally. In that connection I had a discussion just ee 
yesterday concerning a proposal being made in regard to the approaches to the oe 
bridge on the St. Lambert side, which allegedly will very much improve the 
handling of the traffic and we are looking into that immediately. Whether it 
is feasible or not, I do not know. 

The six or eight months’ delay I mention here could conceivably be wiped 
out, but only at a very extravagant cost. The suggestion that has been made is cae 
to build a temporary Bailey bridge, which I think is highly impractical and Ba 
would run into a cost figure of somewhere from $1 million to $14 million. 

Mr. CHEvRIER: Is that for the whole length of the Victoria bridge? 


Mr. Gorpon: Yes, and I cannot see that the amount of inconvenience that 
will be involved in the closing of the bridge would justify an expenditure of that 
kind. 

Mr. CHEvRIER: There is no way of building a Bailey bridge alongside of your 
railway diversion? | ee 

Mr. GorDon: We have not found it so. We have had our engineers playing 4 
around with half a dozen or more suggestions, but we have not found anything 
that is practical except at very, very extravagant costs. . ae 

I would like to take this opportunity of stating my opinion, from what I have : F 
seen of it and the discussions that I have had, that the criticism being expressed | 3 
in regard to the potential congestion is very much exaggerated and it is being | x 
expressed by a relatively small number of people. : 
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Mr. CHEVRIER: I wonder if I can just venture this bold statement, that if 
there is going to be a delay next year in the operation of the Victoria bridge for 
six to eight months, would it not warrant the expenditure of the $1 million or 
$14 million which it would cost to build a Bailey bridge, having regard to the 
tremendous amount of traffic that goes across not only the Victoria but all other 
bridges. 

Mr. Gorpon: Well, as I say, we do not think so. We think that the incon- 
venience to the travelling public will not be nearly as great as has been suggested, 
by reason of the measures we are taking. We will be taking special emergency 
measures for handling the traffic in the peak hours, and by handling buses in 
what we call a fleeting system where we will let them go one way in a rush 
in the peak periods; and we hope to avoid any major dislocation. 

The second factor is this immediate consideration in regard to the approaches 
to the bridge from the St. Lambert side, on which there will have to be further 
discussions. We are in the midst of that now. 


Mr. CHEVRIER: How is the coordination of traffic between rail and ship 
movements working out on the Victoria bridge? 

Mr. GorpDon: Well, it is too early yet for me to express a firm view. I was 
discussing that with Mr. Dingle just yesterday and it would seem to us so far as 
the mechanical devices are concerned they are satisfactory, and they will work 
in the way in which they are intended. We have not worked out a smooth 
operation yet, but we do not see any difficulty once we get the various people 
accustomed to the flow of the shipping traffic. We have had delays so far which, 
of course, is not within the spirit of the agreement, but we do not want to have 
to take too stern a view about that until we get it sorted out. The mechanism 
is there and we expect we can make it work. 

The CHAIRMAN: Any further questions? 

Mr. CREAGHAN: Yes; is there any financial agreement, or what sort of share- 
the-cost agreement have you between your company and the seaway company 
for this development? 

Mr. Gorpon: You give me the opportunity to put on the record that we hold 
the view that all the costs of the diversion should be on the seaway authority. 

Mr. CREAGHAN: It seems reasonable they should. 

Mr. Gorpon: The seaway authority does not completely share that view, 
and there is in existence an agreement between the Canadian National Railways 
and the president of the seaway authority at that time whereby when the diver- 
sion bridge is completed—and we are building that, we have taken the respon- 
sibility of building it—that all costs then determined is a matter which is to 
be referred to the Minister of Transport for arbitration. 

Mr. CHEVRIER: I wonder, Mr. Chairman, if you would allow me simply 
to say that what Mr. Gordon us said is in effect accurate, but the seaway 
authority very strongly take the’ view that the Canadian National Railways 
should pay for this additional diversion, and it is in the agreement made be- 
tween the seaway authority and the Canadian National Railway which the 
Minister of Transport tabled in the house the other day. 

Mr. Gorpon: The agreement speaks for itself. It has been tabled, yes. 

The CHAIRMAN: Any other questions? Now the Hudson Bay Railway. 

Mr. Horner (Jasper-Edson): I would like to ask Mr. Gordon what is the 
present status with regard to the Hudson Bay Railway? Are they meeting 
out-of-pocket expenses on that line—just roughly? < 

Mr. Gorpon: Up until this entrustment, this was a separate vote of the 
Minister of Transport’s votes, but since we have brought it into the Canadian 
National system we do not keep a separate record of the operations of the 
Hudson Bay Railway, because we treat it as a division of the railway. It is just 
there in the pool. 
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Mr. Horner (Jasper-Edson): In that division does it lose more money 


than other divisions? 


Mr. Gorpon: We do not analyze by division. We do not have that ce 


of analysis unless we make a special review of it. 


Mr. Horner (Jasper-Edson): You do not have ton-mile figures on thats 


line? 
Mr. Gorpon: I have ton-mile figures, but that would not tell you any- 


thing in regard to whether it is paying its way. I will see what I have here. 
Mr. CHEVRIER: In regard to Mr. Horner’s question, will not last year’s 


results, the 1957 results of the Hudson Bay Railway, indicate the answer to 
his question? 

Mr. Gordon: It would appear in the Department of Transport estimates. 
I have not got them here. 


Mr. CHEVRIER: There is a small deficit, I think. I want to ask another 


question if Mr. Horner is through. 

Mr. HORNER (Jasper-Edson): Well, if he has the figures. 

Mr. Gorpon: I have some figures in here that indicate the tonnage that is 
carried. The last figures I have are 1957, because that is the last time that it 
operated as an independent unit. In 1957 it indicates here that there are 
688,956 tons carried, which includes the export grain. We had 55,744 passengers 
at that time. I have not got an analysis of what has happened since we took 
over. I can tell you the movement of grain, of course. 

Mr. Horner (Jasper-Edson): Yes, that is what I wanted. 

Mr. Gorpon: Well, in 1958 there were 55 ships loaded at Churchill, and 
there were 19,598,749 bushels of wheat exported through Churchill. 

Mr. Horner (Jasper-Edson): Just one more question. You have not got 
any figures as to how much it costs you to move that grain up there? 

Mr. Gordon: Well, we are right back to the Crowsnest rates, and every- 
thing like that. 

Mr. HornER (Jasper-Edson): That is what I am getting at. Here is the 
ideal situation where the railway could find out whether the rate was com- 
pensatory or not, and I want to bring out again, perhaps as a matter of privilege, 
that a newspaper last night referred to the Crowsnest rates. I do not think 
the Canadian National should say the Crowsnest rates are compensatory until 
they are able to bring that forward. 

Mr. CHEVRIER: Was that not done before the Turgeon commission? 

Mr. Horner (Jasper-Edson): No, the Turgeon commission stated they 
have not been able to say. 

Mr. FisHEeR: I agree with Mr. Horner on this that, until we have some- 
thing definite laid on the line, all Mr. Crump’s statements and all the other 
statements made by railroaders should not be made until we know something 
more definitive on the point. We have not, so far. 

: Mr. Gorpon: I am not responsible for Mr. Crump’s statements. If you 
look at the record you will not see that I said anything about that. 

Mr. Horner (Jasper-Edson): It quoted you last night on the newscast. 

Mr. GorpDon: I beg your pardon, they did not quote me. They quoted me 
in part, and then went on and made an editorial comment by Mr. Leblanc 
on that particular matter. 

Mr. Horner (Jasper-Edson): I apologize, sir. 

Mr. GorDon: Right. 

Mr. FISHER: There seems to be a general story in the west that one of the 
hold-ups in the grain shipments out of Churchill is the actual terminal facilities 
there. 


— 
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Mr. Gorpon: I would say there is no truth in that, as far as I am concerned. 


You mean the terminal facilities in regard to the elevators? 


Mr. FISHER: Yes. 


Mr. Gorpon: I have never heard that. In other words, all the wheat that 
can be handled on ships actually arriving there, so far as I know, have been 
taken care of. 

Mr. FisHer: So far as you know they can handle more than 55 ships 
a year? 

Mr. Gorpon: I cannot answer in regard es the navigation facilities or the 


- possibility of bringing more ships in. But each year the number of ships has 


been growing. There were only 36 ships came in in 1954 and, as I said, in 
1958 there were 55, 


Mr. CHEVRIER: What kind of an arrangement was made between the 
Department of Transport and the Canadian National Railways for the opera- 


tion of the Hudson Bay Railway? Was it purchased by the Canadian National? 


Mr. Gorpon: Taken over on an entrustment basis, and written right into 
our accounts. 


Mr. CHEVRIER: It is a government-owned railway now? 


Mr. Gorpon: That is right, you will see in the paragraph on page 21 we 
state the bookkeeping entry was that our shareholders— 


Mr. CHEVRIER: What page? 
Mr. GorDoN: Page 21 of the report, right at the bottom of the page—the 


shareholders’ equity in the Canadian National Railways was increased by 


$34.7 million, representing the transfer to the Canadian National Railways. 


Mr. CHEVRIER: Does it become an integral part of the Canadian government 
railways rather than the Canadian National Railways? 


Mr. Gorpon: It is in the Canadian government railways as such, and you 


will find at page 27 the item ‘Capital investment of government of Canada in 


the Canadian government railways $432,549,139.” It is included in that figure 
on the liability side of the balance sheet, page 27. 

Mr. CHowNn: The premier of Manitoba at some time indicated an interest 
in acquiring the assets of those lines which are contained within the borders 
of Manitoba. Has any official or unofficial approach been made to you in this 
respect? 

Mr. Gorpon: No, none. 

Mr. CHown: Would you be interested? 

Mr. Gorpon: I would like to hear it. I never know when I am interested 
in anything until I have had a look at it. 

Mr. PascoE: Mr. Chairman, Mr. Gordon says the facilities are fairly good 
at Churchill. Is there much delay in unloading cars and do they come back 
pretty well empty to the prairies again? 

Mr. Gorpon: I have not had any complaints at all about our handling of 
grain to Churchill. As far as I know it runs smoothly. Of course, practically 
all the cars are returned empty. There is very little incoming merchandise. 

Mr. FISHER: In a sense the Ontario Northland would be a parallel for any 
plan for Manitoba to take over the Hudson Bay Railway? 

Mr. Gorpon: And run it as a provincial railway, you mean? 

Mr. FISHER: Yes. Have your relationships with the Ontario Northland 
been satisfactory? You cooperate with them a great deal, do you not? 
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Mr. Gorpon: Oh, yes, and so does the Canadian Pacific Railway. They ea, 
work as an independent line and we meet them at various points and inter- 


change traffic with them just as with any other railway. 
Mr. FISHER: And it seems to be a good railway operation? 
Mr. Gorpon: As far as I can see, it is a very satisfactory operation. 


Mr. Fisuer: So there would be sort of a basis in terms of an example 
for negotiation in going ahead with a similar deal in Manitoba? 


Mr. Gorpon: If the powers that be in Manitoba can see the possibility 
of the same profitable operation. As I understand it, the Ontario Northland 
is a profitable organization. 


The CHAIRMAN: Are there any further questions? If not, we will proceed 
with cooperation under the Canadian National-Canadian Pacific Act, 1933._ 


Mr. DRYSDALE: Is the cooperation now related only to the matter of pooling 
of train services? For example, although I cannot remember the situation, 
I believe yesterday you described a situation where the C.N.R. built a rail line 
into a particular area, and you, in your opinion, thought that when the C.P.R. 
built their line in it was a matter of duplication. 


Mr. Gorpon: That was a marginal case. Usually it would be covered 
under the act. If it were a clear invasion it would be examined in the light 
of the C.N.-C.P. act. In this case, however, it was marginal in the sense that 
our line came in from the north and met at the camp, and the C.P.R. line 
came in from the south and met at the camp. It was a question of which 
one of us really could claim the territory, although we got in first. 'There was 
a race as to which would get to the camp first. We felt we were entitled to it. 

Mr. DRYSDALE: Is it now mostly down to a matter of train pooling 
arrangements? | 

Mr. GorDON: No, we have other pooling arrangements. We have joint 
terminal arrangements and quite an extensive joint effort in respect of com- 
munications, such as telegraph, microwave and things of that kind. However, 
the passenger pooling is a major area of cooperation. 


Mr. FISHER: Last year I gathered that not as much had been done on the ; 


cooperative side on as many things as might be possible. Am I correct in that 
interpretation of what you said? Do you feel there is still room for more 
cooperation between the two lines? 

Mr. Gorpon: I do not recall that sort of a statement. I do not know how 
it was worded. In general, however, I would say our relations with the C.P.R. 
are as satisfactory and as cooperative as two competitors can be in a com- 
petitive position. In other words in these days we do not engage in what might 
be called “cut-throat competition” to the point where we hurt each other. We 
are strictly competitive in our struggle to obtain business from each other; 
but we do not do such things as building duplicate facilities just in order to 
get the jump on the other fellow. 

Mr. F1isHER: You have had discussions in so far as labour-management 
problems are concerned? 

Mr. Gorpon: Yes. In many cases we have joint labour negotiations. A 
good example of that is when we met our non-operating employees. We also 
have been discussing such things as standardization of equipment. We try to 
get agreement in respect of types of equipment. By standardization we can 
get a better price on it. There have been a number of occasions where we have 
‘joint terminals and have given each other running rights over the other’s 
- trackage in order to avoid building duplicate lines and things of that kind. 

Mr. Pascor: Is there any sugestion that the C.P.R. have running rights 
on the Hudson Bay line? 
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Mr. Gorpon: To my knowledge, they have never asked for them. 

The CHAIRMAN: Are there any further questions? If not, we will go on 
to corporate reorganization. 

Mr, FISHER: What are the further steps? 

Mr. Gordon: It says further progress was made and preliminary steps 
were taken for a further reduction. That is largely a matter of legal reorganiza- 
tion. It is a matter of corporate bodies swallowing each other to avoid necessity 
of separate books, 


Mr. CHown: I have a general question. I have a letter here dated May 1, 
from W. A. Wallace, general manager of the Canadian Transport Tariff Bureau. 
This is in answer to a question of mine: 


We feel that there should be federal rate filing for the transport 
industry, at least on international and interprovincial shipments. We 
would also recommend that representation of the transport’ industry 
should be either part of the Board of Transport Commissioners or an 
independent board working in conjunction with the present Board of 
Transport Commissioners, and in this way bring out uniform bills of 
lading and rules and regulations, instead of the number we now have. 


I am wondering whether or not the president would comment on at least 
the first part of this? Do you feel there should be federal rate filing for the 
transport industry? 

Mr. Gordon: I think that raises too broad a question for me to give an 
offhand answer. We do not know enough about the provincial legislation and 
the various kinds of complications arising out of jurisdictional problems to say 
whether or not it would be a practical matter. I think you would find jurisdic- 
tional disputes in it. 

The CHAIRMAN: Are there any further questions? We will go to the heading 
of the year in perspective. We have been over a lot of this before. Would you 
like to have this read? 

Mr. Gorpon: I think I might read this. 

The CHAIRMAN: How would it be if we had the president read this section? 


Agreed. 


“Mr. GorpDoN: 

80 The financial results for 1958 must be regarded as a matter of 
serious concern. It is appropriate, therefore, that some comment be 
made on the factors which stand behind the results of the recent past 
and cast their shadows into the future. 


81 One of the major factors has been the railway’s increasing 
reliance, partly as a result of competitive pressures, on traffic from the 
nation’s basic resource industries. This traffic, which accounts for the 
greater proportion of freight volume, tends to be highly sensitive to 
fluctuations in economic activity. As a consequence, even in a mild 
recession the railway’s revenues may suffer a relatively severe decline. 


82 Perhaps the most important single factor in the railway’s net 
income position has been the continuing increase in operating costs 
occasioned by rising wages and material prices. During the past decade 
these increases in cost have far outstripped the effective revenue yield 
of consequential rate increases, and the very real improvements that 
have been achieved in operating performance have failed to check the 
deterioration in final income results. 
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83 The indirect effects of inflation on capital account have been no 
less serious. Not only is there a continuing gap between book value and 
replacement cost, when replacing assets in kind, but rising prices have. 


made all the more costly the program of rehabilitation and moderniza- 
tion upon which management has embarked as a matter of both necessity 
and business prudence. More recently, higher interest rates have added 


substantially to the carrying charges of borrowed capital, and in this 


connection it may be observed that in the seven years since the Capital 
Revision Act became effective nearly 67 per cent of the CNR’s capital 
requirements have been financed by borrowing. In consequence, fixed 
charges have risen from $25.4 million in 1952 to $46.5 million in 1958. 


84 Many of these problems are common to other railways in North 


America, and this commentary is not meant to imply either that a deficit 


position is inescapable or that the major elements in the situation are 
beyond the control of management. In Canadian National, as in most 
large railways, there are continuing improvements in efficiency and a 
never-ending series of fresh opportunities for still further improvements. 
The task for the future is to readjust the railway’s plant, facilities, and 
working force to the kind and quantity of service which the public, 


increasingly accustomed to a choice of alternatives in transportation, is 


prepared to patronize and to pay for. This task is being tackled with 
vigour and resolution. 


Rails and Shipping 


Mr. CHEVRIER: Mr. Chairman, I suppose Mr. Gordon has given more than 
ordinary consideration to the statement contained in paragraph 82. I wonder 
whether he has any suggestions, or if he would care to give to the committee 
any suggestions which would meet the very difficult and, certainly, not too 
encouraging situation that is implied in that paragraph. 


Mr. Gorpon: In regard to that paragraph we should keep in mind that 
the past decade, as I have mentioned there, has been a period of very difficult 
transition, with technological changes which involved the expenditure of large 
sums of capital moneys. 


This has also been a period of a degree of inflation which has added to 
the difficulties, particularly when we come to replace assets which are worn 
out and that cannot be fully depreciated under accounting practices. In our 
depreciation reserves we do not have enough to provide for the new article. 

There is a combination both of inflation in the price of the new article, as 
well as the increased cost due to technological change. 

In a transitional period it is difficult to make the necessary adjustments. 
When you consider labour, the question is whether or not labour has been 
reasonable, particularly in their demands for obtaining wage increases. 

Although it has been stated to the contrary, in our recommendations to 
any conciliation board, we have never denied that railway labour is entitled 
to the current market price for its services. We have always taken the position 
that railway labour is fully entitled to be compensated on the basis of the 
market price for its services. 

It is only when the demands exceed what we consider to be a reasonable 
point, compared to other industries, that we then bring in the question of 
ability to pay. 

We have pointed out that we are not able to pay, a premium for labour, 
cause of our present deficit position. 

What takes place before any conciliation board or when considering 
collective bargaining, it is necessary to find a yardstick which will show 
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whether or not the railway labour force as a whole is keeping pace with the 
general rise in wages. There is always a difference of opinion in that respect; 
but it is not as bitter a difference as is sometimes stated. 

In our negotiations with our labour friends, when we get into the final 
stages there seems to be an aura of conflict played up, as though we were con- 
stantly in dispute. 2 

That is not the case, and if you take the trouble to read the transcript of 
the various conciliation boards, each party to the dispute has an opportunity 
to present his views on the economic situation, and a judgment is then formed. 

I am hoping myself that we will soon begin to get a period of “quiet”. I 
mean, by that, a period of economic peace, where we will have an opportunity 
to consolidate our position and get benefits from these huge expenditures that 
have been made over the last ten years. 


Mr. CHEVRIER: In regard to what you have said and what is contained 
in the paragraph headed, ‘‘The Year in Perspective’, has the refinancing act 
of the Canadian National Railways been of assistance in the complaints now 
released about the situation in 1958? 


Mr. GORDON: Yes, very definitely. The point we are at now in connection 
with the capital revision act is that we realize that the capital revision act 
deal quite adequately with the past and brought us up to date, in 1952. It 
recognized that the C.N.R., as a system, should not be burdened with the con- 
tinuation of the debts, from the bankrupt railways, which should have been 
written off at the time the system was formed. 


Mr. CHEVRIER: There is still quite a number of those debts? 


Mr. GorDOoN: No, I would not say that. I think the capital revision act 
transferred roughly $736 million—and do not hold me to that figure, but it is 
within a few millions—from fixed charge debt into equity stock. I think that 
was a fair recognition of that debt. Other features were not taken into 
account and were not fully considered. Perhaps it is not realized what a 


_huge amount of capital spending was necessary to rehabilitate this railway, 


to put it in a modern, up-to-date working condition. 

Incidentally, in that respect, I am not talking solely about dieselization. 
Dieselization is the most colourful and most obvious example, but there is 
a great deal more to it than that. 

If I may give another example, when we get down to the case of the rail- 


way in the western region alone, we found that if we are going to have a 


modern, up-to-date railway, one that could take the high-speed traffic and the 
heavier traffic that dieselization brings along with it, it would take approxi- 
mately $47 million. That figure has already gone up because of inflation, 
but let us say $50 million to $55 million. This is the cost to put our mainlines 


’ through the western region in a condition comparable to the rest of Canada, 


particularly in the central region. 

I mention that as one item, and there are many others of that kind, where 
an appreciation of the difficulties of the railway, during the early post-war 
period, was not as keen as it might have been. 


Mr. CHEVRIER: Is any consideration being given to another re-financing 
of the C.N.R.’s position? 


Mr. Gorpon: Only in respect, that under the provisions of the Recapitaliza- 
tion Act there are certain arrangements that were made which are due to expire 
in 1960 and 1961. 


Mr. CHEVRIER: Yes, that is right. 
Mr. GorDon: In 1960 and 1961. Therefore, in anticipation of that situation 


having to be faced, we are now beginning to make the kind of study that will 
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bring focus to bear on these factors; and over the next few years we will be 


making recommendations to government in that respect. Then government will 
decide what the best way is to approach it. 

Mr. CHEVRIER: Will you have some reference to that in your 1960 annual 
report? 

Mr. GORDON: Yes, and there is some reference to this in the auditor’s 
report for this year which, maybe, we will be getting to in about the next 
five minutes! 

In that report you will find the auditor has taken the opportunity of 
pointing out some impacts of this particular situation. There are several things 
that can be done, but I am not ready to make recommendations until we have 
had an opportunity to make a more careful study. 

The CHAIRMAN: Are there any other questions? 

Mr. CREAGHAN: Yes. I am wondering if the president could give us some 
indication if, in his opinion, there is some possibility of a surplus n the 
immediate future. I know we will have more technological changes in the 
future and more competition from truckers on the highways, as they are 
built, and now that the seaway has opened it is going to be more competitive 
with faster ships. Then there is, perhaps, the shorter working week in th 
future. 3 

Mr. GORDON: Give me seven per cent more traffic and I will not have 
a deficit; that is all I need. 

Mr. BRooME: In the four months of this year, to date, your car loadings 
have gone up about that much? 

Mr. GORDON: Yes. 

Mr. BROOME: Right now it is at the “break even” figure? 

Mr. GORDON: We do not foresee we are going to improve our deficit posi- 
tion beyond the forecast. We have cut the deficit $18 million from the previous 
year, but I do not think we are going to be able to do better than that this year. 
However, as I said, if we had that seven per cent continuing increase in traffic 
we would be able to break even, and anything over and above that would 
be profit. 


The point contained ‘in the second-last sentence under, “the Year in | 


Perspective” is so important: 


The task for the future is to re-adjust the railway’s plant, facilities, 
and working force to the kind and quantity of service which the public, 
increasingly accustomed to a choice of alternatives in transportation, is 
prepared to patronize and to pay for. 


At this moment, if you put it in terms of an industry, we are ‘over-built”’. 
Our plant is over-built. We have to consider the plant in relation to the job 
we have to do. It is always a matter of very agonizing judgment to determine 
whether or not the plant should be reduced, and whether we should accept 
as a fact that our traffic is permanently going to be no higher than the level 
it is today. I am not prepared yet to concede that, but there will come a time 
when we have to make a judgment as to whether or not there is enough 
profitable business for us in the railway; and we had better adjust our plant 
generally to that. | 

Mr. DRYSDALE: Is not your difficulty—you stated so yourself—the competi- 
tive aspect of the trucking industry, which I think is more or less, in your 
judgment, taking the cream off the top. The thing that worries me the most 
is the trend in agreed charges, because you have stated yourself they have 
almost doubled in a year—and those are on the low commodity items. Perhaps 
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we may get a preview of the proposed difficulty when we get into the $15 mil- 
lion item; but your only answer by way of getting that 7 per cent back is for 
the C.N.R. to go into the trucking business. 

Mr. Gorpon: I would not accede to that all the way. everced charges are 
not all related to the low commodity items. 


Mr. DRYSDALE: Of the $58 million last year, what percentage of the low 
commodity items would be of the higher class? 

Mr. GORDON: Do not quote me on this, but there would be a fifty-fifty 
break at least. Remember the point I made yesterday. The agreed charge is 
very often put in to retain traffic on the railways which we have not lost yet, 
but which we see ourselves in danger of losing; and by holding them on the 
railways we at least get a margin of profit in that business. If we lose it, we 
lose that margin of profit. 

_ Mr. DRYSDALE: But to hold that margin of profit, it is implicit that you are 
losing a certain percentage of your income which you would not otherwise 
have. 

Mr. Gorpdon: Yes, but the important thing is the net. The important 
thing from the standpoint of management is to establish whether there is a net 
position. | 

Mr. DRYSDALE: The trend appears to be that the trucking industry, by its 
competitive nature, as indicated in the tremendous increase in agreed charges, 
are eventually drawing your net income down and the only way to retaliate 
is for you to get into the trucking business. 

; Mr. GORDON: You are talking as if trucking is our BN competition; that is 
not so. 


Mr. DRYSDALE: It is one of your main SS encase 


Mr. GORDON: One of the main ones is the St. Lawrence seaway; have you 
heard about that? 


Mr. DRYSDALE: Mr. Chevrier has occasionally mentioned it to me. 


The CHAIRMAN: This is all very interesting. I am glad we are arriving at 
the end of this in such an optimistic tone; you are all looking for a surplus. 

Mr. DRYSDALE: It is related to their profit, and in the budget there is an 
item for $15 million, and the guess is they are going into the trucking business. 

Mr. GorDoN: I will give you three figures on which you may reflect, but 
do not get into a debate about it. This is taken from the Board of Transport 
Commissioners waybill analysis figures. They are not our figures; they are 
their official figures which they set in 1957 relating to agreed charges. The 
average per ton mile is 2.65 cents; on agreed charges similar revenue per 
revenue ton mile on the competitive traffic is 1.93 cents; for non-competitive 
it is 1.81 cents; for statutory rates—that is the Crowsnest pass—it is .49 cents, 
and for all traffic it is 1.57 cents. You can see from any of these figures that our 
agreed charges show a revenue per ton mile higher than any of them; it is not 
an unprofitable business. 

The CHAIRMAN: That answers what you were asking yesterday. 

Mr. DRYSDALE: Not entirely, Mr. Chairman, because Mr. Gordon invited 
me not to get into a discussion. 

Mr. Gorpon: Mr. Drysdale, let us continue this discussion by ourselves 
some time. 

The CHAIRMAN: Are there any cther questions, gentlemen? 

Mr. FIsHer: I appreciate very much what the president said, that in the 
main labour relations go along freely, but I wondered what the president thinks 
of using the durable goods industry as a comparable yardstick to try to deter- 
mine what should be the real wage value or the market value. 
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Mr. Gorpvon: I think it is unfair to the railway, and that was “discus 
great length in the proceedings before the last conciliation board report. | We 
have been trying to use what we call a community index. We did not succeed ae 
in persuading them at the last hearing. We are keeping on and trying to ae. rane 
our type of approach, and we hope for better success. ae 

Mr. FIsHER: With the three-year agreement eiened with some of the. main 
brotherhoods, is not that going to give you your period of stability? ch eat : 

Mr. Gorpon: It certainly will be most helpful; but remember, they are es i 
three-year agreements and that is not three years from today. They were more © o 
than a year retroactive and right now they have less than two years to. run: 

Mr. FISHER: This again brings us back to the Crowsnest pass. ‘Look at 
paragraph 82. The most important single factor you pick out is wages—more ~ 
and more one of the things of most concern in railway problems is that the — 
freight increase is being used Ia as something to channel PeTOnee. into | 
wages. me 

Mr. Gorpon: I have not stated that. I stated that perhaps ine. most inipones 
ant single factor is the continuing increase in operating cost is occasioned Py 
rising wages and material prices. _ 

Mr. FISHER: Could you assess the relevant pressure of one or ane other, or 
are they roughly equal? he oS 

Mr. Gorpon: I will give you an offhand view; it is two of wages fo one of oe 
prices. Z 

Mr. FISHER: Well, you mention nowhere in “the year in perspective” this | 
factor of the Crowsnest pass agreement. . | : 

Mr. Gorpon: No. : Sm et. 

Mr. FISHER: Yet we have another railway system in the country. I have = 
been following their annual reports eet and they place it as the No. 1 factor so 
almost year after year. | . 

Mr. GORDON: Quite true. nae me 

Mr. FISHER: I would like an explanation as to why you emphasize te: one, sae 
which many people who are hostile to labour will pick out, and. you 2y not — 
emphasize the other. 

Mr. Gorvon: I thought I covered that yesterday. I said quite frankly 4 hak” 
the C.N.R. management, as a matter of policy, does not feel that it should attack © 
legislation now on the books. The legislation is there and we feel that we are © 
bound by the legislation. But if and when we are invited by any government me 
appointed body that may be investigating it, royal commission or otherwise, s és 
we will be perfectly willing to express our views on it. A private ree ae 
railway does not feel it is under such an inhibition. © 

Mr. BRooME: You also said it was not so important fo the CER: ‘because 
the C.P.R. carried the bulk of the grain trade. ae 


_ Mr. GorDon: Yes, it is more important to the C.P.R. 


The CHAIRMAN: This matter was dealt with before. You mentioned 
$10,300,000 of increased wages yesterday. It was dealt with at the beginning. | 
Mr. FISHER: Now, one last point, if I may: you were talking about the 
factors for the future; is it not a fact that the C.N.R., compared with the, ©.D BR 
is in a better position in so far as future developments are concerned, by its z e 2 


very location? It is much more likely to tap mineral developments than gu yi ” 
C.P.R., because of its location. : e 


Mr. GorDON: We would hope so. We have referred to ourselves as the | 
development railway of Canada. We have had for a long period, thin traffic 
lines which may be beginning to come into their own. If the traffic. Phe the 
new areas becomes promising we will begin to get a payoff. | eee 
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Mr. FISHER: If we are undergoing a great development program in the 
north—we are having lots of discussions with the minister in the committee in 
regard to this subject—the C.N.R. really stands to gain from such a development. 


Mr. Gorpon: I would hope so, yes. 


Mr. FRASER: I would like to move the annual report, the financial statement 
and budget be adopted. 


Mr. CHEVRIER: Just a moment. I would like to draw attention to the fact 
that on page 30, under subheading, ‘Depreciation and retirements, supple- 
mentary depreciation—steam locomotives’, the figure given is $7,500,000. 


This was a charge which originally arose out of a deficiency in the pro- 
- vision for depreciation for steam locomotives, and there was a statement made 
in last year’s report about this pater Perhaps I could just read one 
paragraph, which is as follows: 


In the case of steam locomotives, which according to present plans 
will be replaced by diesel locomotives within the next decade, it is 
predicted that a deficiency in accumulated depreciation will materialize 
which could amount to as much as $30 million. The circumstances relating 
to this particular class of equipment are unique in that with its retirement 
the entire class will disappear. Having regard to the circumstances and 
the underlying accounting principles, we are of the opinion that consider- 
ation should be given to providing out of income for the anticipated 
deficiency. 


Then the report went on; I think, still quoting the president, although I 
am not sure: 


The railway’s officers have been examining this situation with the 
object of devising remedial action which will be consistent with good 
accounting practice, acceptable to the Board of Transport Commissioners 
for Canada and compatible with the governing statutes. 


The point I want to make is that in 1957 the position was taken to charge 
$74 million of extra depreciation to the results of that year. To the extent 
that that previous charge for depreciation had been insufficient to provide for 
the retirement of the steam locomotives in question, it seems to me further 
charges for depreciation ought to be made to the income account and ought not 
to be covered by charge to the shareholders’ equity, as has been done here. By 
making the charge to capital, it seems to me it really distorts the earning picture 
of the C.N.R. over the period when the depreciation occurred. 


The other point I would like to make before you give your reply is this. 
That further charge for depreciation will have to be made by adjustment of 
the capital account, because—as is evident from the first quotation that I read 
from last year’s report—the total amount involved is about $30 million. 

What I am really driving at is this. It may not be the case, but one cannot 
help thinking that the government’s decision in this matter was somewhat 
activated by its desire to reduce the deficit of the C.N.R. for 1958 and, con- 
sequently, reduce its own deficit. Quite clearly, the C.N.R. figures for 1958— 
it seems to me—do not properly state the situation, because of the credit of 
$74 million which is shown on page 30 as being taken for depreciation in 1957. 
I wondered, in view of the discussion that we had last year on this, what your 
reaction was to that suggestion. 

Mr. Gorvon: This whole affair arose out of a difference of opinion between 
technicians, in a sense. Our accountants, supported by our legal department, 
felt that the entry for depreciation, as you have described it, was the proper 
way to handle this. 
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item which should add to our deficit for that year, hei took the Pp ti 
was not a proper entry as contemplated by the legislation. As I 7, ther 
a difference of opinion. That difference of opinion was referred te th ah 
ment of Justice, and the Department of Justice gave a legal ruling, up 
the position of the Minister of Finance. In the light of that, there 
else we could do, and there was nothing else the Minister of Finan 
because the ruling was given in the terms of an ere of the le 
that existed. Oe ane 
_ Mr. CHEVRIER: How will that operate as to the balance of the 
for instance, in 1959? : 
Mr. Gorpon: Instead of being a charge oe. as you have dese 
be adjusted through shareholders’ equity account. _ fre 
Mr. CHEVRIER: In the same manner as is being done for 1958? 
Mr. TooLE: Yes. | eee 
Mr. Cuevrier: Because of the opinion of the De eumcse of» 
Mr. Gorpon: That is right. This opinion is based on the leg 
Mr. FISHER: When will the steam locomotive side of things be 
off your books? 
Mr. Gorpon: As I said before, we expect to be fully disetiedt oy 
of 1960; but the write-off of the steam entries will probably be do | 
Mr. FISHER: You have not any entries in your budget that 1 ‘wo i 
sales of any of these steam locomotives? — ce 
_ Mr. Gorpon: No; we have canvassed the world and we have not 0e 
to sell any steam locomotives. = oer 
Mr. FRASER: You have heard my motion, Mr. Chairman, ee 
The CHAIRMAN: Yes. ee 
Mr. FISHER: Why have the insurance expenses dropped SO m 
your budget? 
Mr. Gordon: What page is: That? = 
Mr. FISHER: Page 31, the top right- hand corner. 
The CHAIRMAN: You are on the financial statement? 
Mr. FISHER: Yes. 
Mr. GORDON: You mean, under “Casualty costs’? 
Mr, FISHER: Yes. 7 A 
Mr. HORNER (Jasper-Edson): Mr. Chairman, while we are. wa 
they got any steam IDECRAD LIVES that they would like to give , 
historical societies? 
. The CHAIRMAN: Local what? 
Mr. HoRNER (Jasper-Edson): Local museums. 


we do not wince them on the Bice We will be prepared to consider 3 
from responsible people for steam locomotives. ; eet co ae 


Mr. Fisher, the entries you are referring to—there are seve a1. 


i, 


for this reason. This simply represents the charges to our own ‘insure 
for the actual cost of the casualties involved. The ore h 


RAILWAYS, AIR LINES AND SHIPPING 197 


Mr. McPHILLIPs: On the consolidated balance sheet, page 26, under 
“Property investment” there are three headings; ‘“‘Road’””—which I suppose means 
railroads—“Equipment” and ‘Other physical properties”. There is one question 
I would like to ask with regard to that. Is the Montreal residence that was 
purchased in Sir Henry Thorton’s time still a part of the C.N.R.? 


Mr. GORDON: No, sir. 
Mr. McPutuurpes: It is not? 


Mr. GorpDon: It is not on the books of the C.N.R. and, as far as I know, 
it was sold many years ago. In any event, it was removed from our books 
and it is not part of the C.N.R. 


Mr. McPui.urps: I have another question, with regard to the docks in 
the inner harbour of Victoria, British Columbia. They were sold in 1947. 
They have not been replaced? 


Mr. Gorpon: No. 
Mr. McPuituies: What was the consideration obtained for those docks? 


Mr. GorpDON: I have not got the price before me, and if I had, I would 
have to remind the committee that it is not our practice to divulge the prices 
received in business dealings with other parties. That has been our position 
right along, and has been supported by the committee throughout the years. 


Mr. McPHILLIPS: But you did not hesitate to tell us yesterday that you 
paid $625,000 to the Yukon Telephone Company. 


_ Mr. Gorpon: That is right: we bought it; that is a factor affecting us. 


- Mr. McPHILLIPS: You also, thereby, gave away what they got. Surely, 
when an asset of the Canadian people is disposed of, the committee is entitled 
to know what was obtained for it? 


- Mr. Gorpon: I will not turn back the pages of history to 1947 and deal 
with the circumstances at that time; but I do know, from our records, that 
such questions have been asked before, and the committee upheld the stand 
of the then management that the information should not be divulged. 


Mr. DRYSDALE: What is the reason for that? 


Mr. Gorpon: There are four reasons why information is not divulged by 
the Canadian National Railways to the committee. On each occasion when this 
question has come up over the years we have been able to turn back to these 
four reasons. 


Management has not been required to answer in the following cases: 

(a) When the reply would constitute a breach of confidence or a violation 
of privacy affecting those doing business with the C.N.R. 

(b) Information from the personal files of officers and employees. 

(c) Information prejudicial to the competitive position of the C.N.R. 

(d) Information tending to restrict the ability of the C.N.R. to buy or 
sell on advantageous terms. 


I do not recall this particular case, but I imagine it would come under 
paragraph (qa), in that if we were required to divulge a business transaction, 
it would become very difficult for the Canadian National Railways to do business 
with other people. They do not like to have their private business exposed 
to any other industry, such as the Canadian Pacific Railway in particular. 
Because if that were done, we would be handicapped. 


Mr. DRYSDALE: In most of the circumstances they are unique transactions, 
and after the lapse of a period of ten to eleven years, what harm could be done? 
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Mr. Gorpon: I say frankly that I cannot myself think that it would do any ae 
‘harm. But I am upholding a principle. That is all. I have no reason to = Birt 
hesitate about giving the figure. I do not care about it; but I think we are ~ 
upholding a principle. : : es 


Mr. McPuiiuips: Consider the principle of agreed rates. Surely they go 
to the very bedrock of a shipper’s costs; yet they are made public. 
Mr. GORDON: It is required by law that they be made public. 


Mr. McPHILLIPs: I know. But does that not establish the principle that 
these matters should be made public? 


Mr. Gorpon: No, all tariff rates are a matter of publication because they 
affect everybody. However this is a private business transaction. 


Mr. DrySDALE: I cannot understand how a committee in 1941 or 1947 i is 
able to bind the present committee. 


Mr. CHEVRIER: May I say a word on that. I think perhaps you are right, 
and that a committee in 1941 cannot bind a committee in 1959. But the i, 
important point I think is that this committee on railways and shipping has 2 
always taken the view which has just been outlined by Mr. Gordon. However, 
if this committee wants to break it, it can do so. But if it does, then any 
information that any member wants in connection with competitive matters 
concerning the Canadian National Railways will have to be given, not only 
on this but on all other matters as well. This question has come up so often 
before that I felt I should make this statement at this time. 


The CHAIRMAN: I think that Mr. Chevrier has outlined it, and as the 
president has stated, he is bound by the committee. If the committee wants it, ~ 
he will provide it. But I agree with Mr. Chevrier. I think it would be a 
very serious mistake and one which would embarrass the management in 
matters of competition. 


Mr. McPHIuurPs: Is it good policy? I know that in this particular instance 
to the businessmen of the city of Victoria this has been a big dark secret and 
mystery. Here was an asset of the Canadian people being sold. It was some- 
thing which had existed in the harbour and had been very useful for many 
years. But nobody knows to this day what was the price paid for it. These 
things are not good in business. 

Suppose the Canadian National Railway should sell the Chateau Laurier — 
tomorrow and then say: “You are not going to be told what we got for it. That — 
is our business”. Surely that is not good business for a crown owned railway. 
And as far as refusing to answer, I do not know how Mr. Gordon can refuse. 
He is here in the capacity of a witness, and unless he can show privilege, 
something which I do not think he can, then how can he refuse to answer? 


Mr. CREAGHAN: Does the management of the railway have to have the 
approval of the governor in council in order to dispose of a valuable asset? 


Mr. Gorpon: It would depend on the size of it. If we follow the general 
rule, as it is followed in a private company, if the asset in question represents 
perhaps the majority of the property of the company, the general rule is that 
it requires the shareholders’ approval. Now, this shareholders’ approval as it 
affects the Canadian National Railways means an order in council. 

Mr. CREAGHAN: Following this up further: I know that in the case of land 
transfers in the maritimes, quite often if it is railway land, the Minister of 
Transport has to sign the deed. And if that is the case, supposing it were 
the transfer of a wharf owned by the railway, would the Minister of Transport 
not have to sign the deed? 
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Mr. GorDON: You are getting into a different situation. The property 
referred to was Canadian government railway property, and any legal document 
in connection with that property must be signed by the Minister of Transport. 

Mr. CREAGHAN: Suppose you sell a wharf in the maritimes, or a piece of 
property in the maritimes. The information can become public. But if it is 
on the west coast, it cannot? 

Mr. Gorpon: No. I am only stating that the legal document in connection 
with Canadian government railways property requires the signature of the 
Minister of Transport, and then he has to make the decision as to whether or 
not he will divulge the particulars. 

Mr. CREAGHAN: He can be obliged by order of the house to disclose the 
amount, if it is a sale in the maritimes? 

Mr. Gorpon: I do not know enough about house procedure, but if the 
minister said that it was against the public interest, I do not believe he would 
have to disclose it. 

Mr. CHEVRIER: If it is property of the Canadian government railways, then 
he has the responsibility as Minister of Transport to determine whether or 
not it shall be produced in the house. But if it is an asset of the Canadian 
National Railways, it is not producible unless the Canadian National Railways 
decide to produce it. 3 

Mr. Gorpon: I think that is the general position. I have outlined what 
has always been the attitude of the committee, and thus far that position of 
the Canadian National Railways has always been respected. On previous 
occasions when the president of the railway has stated to the committee that 
a particular thing was not in the interests. of the railway to disclose to the 
public, the committee has always upheld him in that position. 

The CHAIRMAN: Your question, Mr. McPhillips, deals with a sale made in 
1947, does it not? 

Mr. McPHILuIPs: Following what Mr. Gordon has just said, he has not 
gone that far. He said that the committee has never insisted that he give an 
answer if he thought it was not in the interests of the company. But he has 
not said that this was not in the interests of the company. He just quoted 
certain rules. 

Mr. Gorpon: I thought I said that it was not in the interests of the 
company or of the Canadian National Railways to be required to divulge 
information about property sales made to private individuals, because it 
interferes with the competitive position of the company. 

This matter dates back to 1947. I do not know anything about it. I was 
not there. Perhaps I had more sense in 1947 than I have today, but I was 
not there, and I do not know about it. As far as I know there is no mystery 
about the matter. It is news to me. I do not know anything about it. I am 
only taking my position on a matter of precedent. I do not want to concede 
a precedent in this individual case which was inconsequential, because it 
would establish a precedent which would enable anyone to ask for information. 
I feel that precedents in this particular field are very important. 
| Mr. DrysDALE: Mr. Chairman, since the difficulty seems to be a matter 
of publicity and we being, as a committee, able to sit in camera on some of 
these confidential items, could we reserve it perhaps and then sit in camera 
and discuss among ourselves whether it would be feasible to hear this? 

The CHAIRMAN: I do not think the committee would desire to sit in camera. 

Mr. DRYSDALE: Well, on these particular aspects. The thing that bothers 
me is not the particular thing before us, but it strikes at the heart of our 
function as a committee. 
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Mr. SMITH (Simcoe N orth): What value is the information after we have aes 
‘got it? ASD 
Mr. DryspALE: Well, Mr. McPhillips is anxious to get this partical eek 
information. I suppose it is up to him. oe 
Mr. CHEVRIER: If he is anxious to get it then other members will be ects 
anxious to get other information. I am trying to recall now, and I think this 2 
ruling was a precedent and it was made by Dr. Manion—it comes back to me | 
now—when he was Minister of Railways and Canals, and that ruling was, — 
if the president of the railway decided that certain information was not in the _ : 
interests of the railways to give, then the committee should not be given it; 
and during the years I was here that ruling was followed respectfully. The 
committee can change it if it wishes, but I think it is a mistake if it does. 


Mr. DryspauE:. Mr. Chevrier, the difficulty, you see, with that and cer-_ 
tainly I would emphasize—I do not know how strongly I can emphasize it—_ 
there is certainly no criticism of Mr. Gordon, but it seems to leave a tremendous 
amount of discretion on the president. That is why I suggested this in-camera 
session to determine whether it is in the public interest to divulge it. But it ‘= 
bothers me to think it can be said, “No, you cannot look at that because Ido 
not think it is in the public interest,’ and I am unable to examine it to see a 
how he is applying his views on this particular point. 

Mr. McPHILLIPs: What difference is there between a corporation such as 
the Canadian National Railways and other commercial corporations. You can 
pick up your paper and you see where a big building is sold in Toronto, or a | 
big one in Vancouver. They are only too glad to divulge the information. 

That is always part of the news. 


_ Mr. Fraser: Mr. Chairman, would it be possible to leave it to the discre- 
tion of the minister and if he felt that it should be divulged then he could tell 
Mr. McPhillips? 


Mr. DRYSDALE: I do not think it is a question of ministerial discretion in 
this instance. Mr. Chevrier has suggested a very rigid rule, and that is the — 
thing that bothers me. 


Mr. SMITH (Simcoe North): Mr. Chairman, I think we must be careful, 
sitting as a committee, about trying to replace the board of directors of the 
Canadian National Railways. 

Mr. DRYSDALE: This is a function of the committee. 

Mr. SMITH (Simcoe North): May I continue, please? 

Mr. DRYSDALE: Yes. 


Mr. SmitH (Simcoe North): I have a slight difficulty on this particular 
question because I cannot see how the exact information asked for can in any 
way effect the competitive position of the Canadian National Railways some 
twelve years after the event. But I agree that if it was to establish a precedent 
I think it is wrong. The management and board of directors of the Canadian 
National Railways have to have some discretion. This committee is examining 
the operations of the Canadian National Railways and we should be careful 
not to try to put ourselves in the position of the board of directors. 

Mr. DRYSDALE: Mr. Chairman, with respect, I do not think Mr. Smith’s 
allegation is correct. This sale is a unique situation and I do not see how this 


particular individual sale can establish a precedent. I think Mr. Smith is in 
error on that point. 


ih 


Mr. SMITH (Simcoe North): I am inclined to agree with you. 


Mr. Dryspae: I feel it is up to Mr. Gordon to produce very good reasons” a 
why this should not be given and the most full and logical reasons that he can. as 
If not, I think we are entitled to have it as a committee. 


a tal 
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Mr. CREAGHAN: I think to bring the matter to a head we might ask the 
clerk of the committee to interpret the order of the house. This committee 
was ordered by the House of Commons to investigate the accounts of the 
Canadian National Railways. 


The CHAIRMAN: If we need that now we should have. had it in the 
beginning. 
~ Mr. CrEAGHAN: No, this is an order of the house and I think perhaps with 


his years of experience the clerk can tell us how far we are expected to go 
or how far we should go. 


Mr. McPHILLIps: We cannot be bound by such a thing as that. 


Mr. CREAGHAN: If the order permits us to go into the capital accounts 
and investment accounts all well and good, your question is in order. 


Mr. McPuHiI.Luies: Well, how could it help but be in order? 
Mr. CREAGHAN: Well, I am asking an expert. 


Mr. DryspaLE: Mr. Chairman, I see the Minister of Transport has arrived. 
We were just waiting, Mr. Minister, to have your consent to have Mr. Gordon 
release some information to Mr. McPhillips. — 


Mr. Gorpon: No, that is not so. 
The CHAIRMAN: You cannot put it that way. 


Mr. CHEVRIER: I think it should be explained to the minister what 
happened in his absence. 


Mr. DRYSDALE: I started out in a facetious manner. I intended to expand 
on it. I am sure the chairman will expand on it. 


The CHAIRMAN: I would suggest the minister should not speak without 
advice of counsel in this case. Mr. McPhillips has asked the president to tell 


-him the price of a sale of a property in Victoria harbour, a sale that was 


made in 1947 before Mr. Gordon became president of the railway and he says 
he sees no significance in answering the question except that he is establishing 
a precedent, there is no objection to giving the information, but the com- 
mittee has supported him in other years in not giving such information because 
it affects his bargaining strength in competitive business. 


Mr. Chevrier, who is one of the senior members in such procedures, has 


said that he recalls several years ago—and I think I recall when this was 


started—that the information was not given and that the committee held, 


-many years ago, that they would support the president in not revealing the 


information. 
It was mentioned just before you came in that if it was asked from you 


that you could answer it, but the president just said, as you came in,—you 


probably heard him,—that that is not the issue. He is responsible, and the 
board of directors of the Canadian National Railways are responsible inasmuch 
as they are in the position they are in. Their contention is that it is their 
responsibility. 

Mr. CHEvRIER: I wonder if I could just add something. What I would 
like say here is that if the minister’s secretary were here I think he could 
dig up very quickly the ruling that was made in the committees on more 


than one occasion. It established quite clearly that if the president of the 


railway decided that it was not in the interests of the railway to make the 


information public then the committee upheld him. That did not bind future 


committees, but the committee in those years, that it should follow that 
practice. If this committee wants to upset that practice it is up to it to do so, 


but it would be, in my humble opinion, a bad procedure to follow. 
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The CHAIRMAN: It would be a precedent, speaking from my recollection 


of it over a period of many years here. I think it has been the practice 
consistently, even before the Hon. Bob Manion’s time. 


Mr. CHEVRIER: Well, you were here before, when I was not. 


The CHAIRMAN: I think it has been consistently the practice. It is the 
same as a matter in the house, and some of the foolish questions that your 
side asks the house now which you claim to be in the public interest. You 
may claim that and you want them to answer, but you cannot make them 
answer, the same as we had great difficulty in making you answer a few 
years ago. 


Mr. CHEVRIER: Now you are putting me in an awkward position. 


The CHairMAN: Is the president not in the same position in relation to 
the railways? 


Mr. Gorpon: There is one point that is being missed and I would like 
to get it in here. I think it has a practical bearing on this. The point is, 
I have on previous occasions disclosed sales such as Mr. McPhillips has men- 
tioned, but always with the consent of the other party. When a situation has 
arisen in regard to sales, for instance, in regard—TI can recall an elevator in 
western Canada and when the information was asked for I got in touch with 
the other party and said, “Have you any objection to disclosure?” I recall 
we mentioned the price of certain sales, and that has reference to what you 
mentioned, that you see it in other companies’ statements. If I were to get 
in touch with the other party in this case I would have no hesitation in 
getting in touch with him and saying, “‘All right, by agreement we will divulge 
the price.” In 90 per cent of the cases the transaction is of a character that 
the other party has no objection. Sometimes they have. 

I can recall an instance the first year I was here, with the Imperial Oil, 
where Mr. Fulton made a very definite step to find out the agreements that 
had been made in respect of oil rights in western Canada and I did not think 
I could disclose that without the consent of the Imperial Oil. It was forced to 
a vote and I was upheld. 

Here I do not have the foggiest notion of who bought the property in 
1947 nor whether they are alive or dead, and I cannot express any views on it. 
If the thing were in my time I would know pretty well whether the other party 
would have any objection to it, because I generally ask that question. But 
I do not want to create the precedent of divulging information of that kind 
because it does affect our bargaining power. 


Mr. DRYSDALE: That raises the point that it is in the public interest, 
according to Mr. Gordon, whose interpretation of it means whether the other 
party wants to disclose the sale.- 


Mr. Gorpon: No, it means the public interest as it affects the Canadian 
National Railways. The Canadian National Railways may be put in a position, 
in its general business transactions, to conclude business deals in such a way 
as no private corporation does. If people doing business with the ‘Canadian 
National Railways do so under the possibility of having their business made 
public, then it will affect the Canadian National Railways’ ability to do business. 


Mr. DRYSDALE: You said as far as you could see you had no objection to 
disclosing the sale. Therefore it would bear out the point that it was not a_ 
matter that was against the public interest to disclose. 


Mr. Gorpon: No, I made it clear that I knew of no reason in this case, 
but I was standing on the precedent that was being raised in this case. That is 
what I said. 
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Mr. SMITH (Simcoe North): That can be solved without establishing a 
precedent by having Mr. Gordon get in touch with the purchasers and finding 
out if they would have any objection to divulging it. In that way he would not 
have to break any precedent. 


Mr. HEES: Well, Mr. Chairman, Mr. McPhillips would like to get the 
information. I am sure he does not want it for publicity’s sake and so on, and 
if Mr. Gordon says he has no objection to giving it to him, provided the other 
party is willing, then could it not be left this way, that Mr. Gordon, after 
this meeting is over and when he gets back to Montreal, could get in touch 
with the other party and find out if there is any objection. If Mr. Gordon says 
the other party is willing and can give him the information that is all you 
want, is it not, Mr. McPhillips? 


Mr. McPHILLIPS: I certainly want the information, but I want the other 
side to make the decision as to whether we are entitled to the information itself. 


The CHAIRMAN: I do not lke to poll the committee. We have not had 
to have a vote yet. I think we should try and settle it without a vote if we can, 
but so far as I am concerned, Mr. McPhillips, when you look at it in the light 
of the years that have passed, if we accept that as a committee today, it is 
twelve years ago. It opens up a tremendous field. It establishes a precedent 
that at another year’s sitting we would go back on the prices for ten or twelve 
years back and all the old detail. To my mind it would be like shovelling fog, 
almost—you would not get anywhere. 


Mr. McPHILLIPS: Mr. Chairman, here is the point: if I go back to the 


-people—and they are responsible people like the president of the chamber of 


commerce and so on who have wanted to know this for a long time and have 
never found it. Then when there was a quite a big change a year or so ago 
they thought maybe they could find it out—if I go back and say, “No, I cannot 
find it out,” these business men of Victoria are going to take the worst possible 
view and say there is some sculduggery going on. That is what I do not want 
to see. If I can go back there and give the information, there it is. 

The CHAIRMAN: That is your own local business, but supposing Heber 
Smith or I, or Fisher at Port Arthur, all want to go back and ask a question 
years before, or I want to ask something about Allendale back 35 years ago, 
we are setting a precedent not only for the year that has just passed but we are 
going to ask the president to give us information and details on a deal that was 
made years before he was president; and he has been president quite a while, 
going back over a ten-year period. I do think we would be establishing a 


‘precedent that would be very embarrassing in the future that possibly we 


would have to almost rescind. I think if there is any other way, as Mr. Smith 
has mentioned, that it can be met, rather than establishing a precedent I think 
it should be explored, because it has been a precedent. 

Mr. McPuHIuuips: If that is right, you could never follow your capital asset 
account, because after all that has to be investigated and you would not be 
able to find out what amount of money was obtained from this or how it was 
dealt with in the capital assets. In other words, you follow it through and 
you get a nil answer all the way down the line. So you would have the sale 
of an important asset like that and could not trace the money and could not 
trace what had happened to it. It is just lost in the system. Surely that is 
not right. 

Mr. GorpDon: You must remember in that respect that the management of 
the Canadian National Railways is entrusted to a board of directors by legisla- 
tion. You will also recall that every transaction of the Canadian National 
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Railways is audited by an auditor appointed by government, who reports to a = 


the government, and anything that you suggest in the way of sculduggery es = 


would very readily come to light. 


This issue has been discussed again and again, and you will see in the © — 


sessional committee of 1955 the same issue arose in regard to my contract 
with Hilton Hotels and the management of the Queen Elizabeth. The com- 
mittee has accepted my view there, that it would not be desirable to disclose 
that particular transaction for the reasons I had given. 


Mr. DRYSDALE: You had valid reasons there, though. 


Mr. Gorpon: Yes, and I think they are equally valid now. 

If you are asking me to conduct the business of the Canadian Natlonat 
Railways on the basis that everyone who comes in to discuss a deal with me 
I should say, “I must warn you before we start that the results of this deal 
must be fully disclosed’, then I know perfectly well there are a number of 
discussions will never take place. Some people place a value on privacy. 


Mr. DryspALE: As far as using that Hilton hotel as an _ illustration, 
supposing for some reason the lease expired and it went to another firm or 
Canadian National Railways ran it and Mr. McPhillips asked then what the 
lease had been, would you first have to determine that he should not see it? 

Mr. Gorpon: I certainly would. It would be a breach of good faith. 

Mr. DRYSDALE: That is the objectionable part. 

Mr. Gorpon: Not at all. Let me follow that through. The reason I gave 
for the Hilton hotel deal could be summarized like this, that the deal made 
then was on a much more favourable basis than anyone had been able to 


achieve with Hilton in other countries of the world—and he has a chain of 


hotels all over the world—he does not want to have our contract used against 
them. 

Now, if at the end of the contract we are able to show all the details in 
this country this will put him in an embarrassing position. It is the question 
of the right of privacy in business generally. : 


Mr. DRYSDALE: I agree with you on that situation. Unfortunately, I do not 
think they are completely analogous, because the Hilton hotels would be carry- 
ing on in other countries in the world. But in this situation we have a situation 
which is unique and is not repetitive. Mr. McPhillips is trying to find out the 
details and that is where I do not know how we keep saying we are setting a- 
precedent. 

Mr. BROooME: All we are saying is that we disagree; we disagree. I think 
we should resolve this. I think you should call for a vote and cut out this 
senseless chit-chat. 


Mr. DRYSDALE: I wonder if we could let the matter stand overnight and 
if Mr. Gordon can ascertain whether or not he can divulge details on it and also 
give us the opportunity to examine the precedents to see what they are, rather 
than relying on hearsay. 

Mr. GORDON: It would help me, Mr. sien aes if I could have a statement 
from Mr. McPhillips as to what gives rise to this particular information. I 
rather suspect that there is some situation locally that is in a point of dispute 
or argument. 

It would help me a great deal, Mr. McPhillips, if you could give the com- 
mittee your reasons for desiring this information because I rather suspect that 
there must be some local issue that has given rise to the dispute or else the 
matter would not come up twelve years later for argument. In other words, I 
do not know what is involved—but if the information is meaningless to the 
other party—I would have thought by now he would have fully divulged the 
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price himself—twelve years later—there should be some reason for you not get- 
ting it from the other party. That is why I am cautious about being drawn into 
the very thing we are discussing. There must be some reason that involves a 
local dispute and argument; and if I am required to give the information which 
the other party did not or does not want to, for whatever his private reasons are, 
that is why I am trying to establish the right to privacy. 


The CHAIRMAN: The ruling that was passed in 1955 supports the position 
he was taking. 


It is moved by Mr. Fulton and seconded by Mr. Macdonnell: 

That the committee be furnished with a statement of the basis on 
which the Hilton Corporation of Canada will be paid for the managerial 
services it will supply at the proposed Queen Elizabeth hotel. 


And without reading it all it states at page 179: 


- The Canadian National Railways Company, the whole system, would 
be placed in a very difficult situation with regard to the negotiation of 
contracts if information is given to a particular contract, if information 

is given with regard to a particular contract, and if information would 

have to be given as to contracts dealing with the Canadian National 

: Railways and in that respect they are being placed in a very bad 
~ position. 


Mr. DRYSDALE: What was the tally on the vote? 
The CHAIRMAN: You would have to look in the minutes of proceedings. I 


remember the motion certainly did not carry. 


Mr. CREAGHAN: Was it a recorded vote? 


Mr. DRYSDALE: It has no identity with the present situation. You cannot 
use anything as a precedent unless you can identify it with the existing 
situation. 


The CHAIRMAN: You might have a dozen cases which would not be identi- 
cal, but the precedent is the same. The precedent in respect of giving informa- 
tion, the president feels, is not in the interests of the management of the 


- railway. 


Mr. McPHILLIPS: This is no idle inquiry. The fact of the matter is that 
this was a very valuable piece of waterfront property which involved two 
piers with four dockage spaces. It has caused a very awkward situation in the 
harbour of Victoria because the United States ferry operators cannot land at 
the C.P.R. wharf. The only other wharf immediately downtown is the Black- 
ball line and they want $60,000 per season in order to allow the United States 
operators to tie up. They cannot pay it. When those government wharfs 


were there, admittedly they did not have too much business, but at least 


_ ships could dock there for normal fees. 


3 Mr. Gorpon: How would the fait accompli of 1947 affect the situation 
today? ; 
Mr. McPuruuies: They put it to me it was like the wolf coming in the 
night. They woke up in the morning and the cement company just rolled 
their trucks into the area and brought their brick and cement. The people 
in Victoria were astounded. 
Mr. GorDon: Are you suggesting the situation now could be undone? 


Mr. McPuiturps: No. I am, however, suggesting that this information should 


be made available. 


Mr. Gorpon: It is not a question of a continuing situation. 
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The CHAIRMAN: It probably would be interesting to have the information, 


but I still think the precedent is a dangerous one to establish. 

Mr. CREAGHAN: Not getting the information is just as dangerous. It is 
quite possible for any agency to convey a parcel of land to the C.N.R., the 
C.N.R. could dispose of it and it could not be made public. 

The CHAIRMAN: If you establish this precedent, you establish the same 
precedent that any president of the railway who comes before this committee 
would be subject to questioning on the purchasing and sales of everything. 

Mr. CREAGHAN: He has already told us he paid $10,000 a unit for his 
second-hand United States equipment. 

Mr. Gordon: That was only an indication of the magnitude of it. Never, 
at any time, did I give you exact prices. 

Mr. CREAGHAN: You gave us the cost of diesels. 

Mr. GorDoNn: In round figures. We call for tenders for diesel locomotives. 
Those prices are quoted to us. If I were to divulge the price at which I have 
made a deal I would be giving the information to the competitors and in the 
future we would be handicapped when we called for tenders. 

Mr. CREAGHAN: That is the disadvantage of being a government company. 

Mr. Gorpon: Let us reduce the disadvantages to the maximum. 

Mr. CREAGHAN: The people of Canada pay for the deficits and take 
advantage of any surplus and if this information is important to a member of 
parliament I suggest he should be given it. 

The CHAIRMAN: You said this is a company atmeriea with the govern- 
ment. If it was any other company the shareholders would not force manage- 
ment to tell them every detail. 

Mr. McPHILLIps: They would on the sale of a capital asset. If you were 
there as a shareholder and a certain mine were sold, you would get the detail. 


Mr. GORDON: Not if the management said it was privileged. 
Mr. McPHILLIPS: The management would have to show it. 


Mr. CHEVRIER: The position of the Canadian National Railways in relation 
to that of a private company, such as a mining company, is entirely different, 
because it has a competitor, the Canadian Pacific Railway. <A lot of the 
information, such as is requested now by Mr. McPhillips, has been refused 
in the past here. The way I see it is that the president has given four reasons 
why, in the past, it has not been desirable to give this information. If we are 
to go and upset the president, then let us go ahead and do it. I certainly do not 
want to do it, because it will break a long line of precedent. If we do break 
it, there is a lot of information I would like to obtain, and I will ask for it, 
concerning transactions between the Canadian National Railways and other 
parties elsewhere in Canada. 


The CHAIRMAN: I have had some experience in running companies and I 
would hate to have to reveal every deal I have made as a head of a company. 
I think it is just as practical as that. If I were in the pulp and paper business 
I would not want to tell every other pulp and paper company what I do, any 
more than Mr. Gordon would want to tell the C.P.R. 

Mr. McPuruures: If you get into operation I agree with you. However, if 
you dispose of a capital asset the auditors must know it. If there is a $10,000 
deal and the “‘hush-hush” is put on it, then nobody knows anything about it. 

Mr. SmitH (Simcoe North): I think we are getting further and further 
away from the business of this committee. It is a little like what Senator 


rR 
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Dirkson said—we are flogging a bag of old bones. The purpose of this committee 
is to study and review the current operations of the C.N.R. Mr. Gordon was not 
even connected with the C.N.R. in 1947 and I doubt if many of the vice-presidents 
sitting around here were. 


Mr. DRYSDALE: That is immaterial 


Mr. SmitH (Simcoe North): It is not immaterial, because we are here to 
consider the operations of this year of the C.N.R. 


Mr. McPuiutuires: No, the capital accounts. 


Mr. SmitH (Simcoe North): That is what we are here for. We are getting 
further away. If there was a bad transaction in 1947 there is nothing we can 
do to make it better. It is completely irrelevant as far as the current manage- 
ment of the C.N.R. is concerned. Mind you, they also made land deals at Barrie 
which I have not enjoyed. 


Mr. FisHER: I see the deputy house leader. Could you call a caucus of 
Conservative members and settle this. 


Mr. DrysSDALE: The committee was appointed to consider the accounts, 
estimates and bills, and the only worry seems to be the basis of establishing 


-a precedent. I think that is entirely unimportant because what we are dealing 


with is a unique situation. It is up to you to decide. I do not think we are 
bound by precedent in this type of case. Asa matter of fact, in 1955 there was 
a vote. 


The CHAIRMAN: That is true, in a sense, but as Mr. Smith says, we are dis- 
cussing the 1958 annual report. I do not agree with you, and I do not think the 
committee does, that the precedent is not an important one. 


Mr. DRYSDALE: Mr. Chairman— 


The CHAIRMAN: Although I dislike to have to call a vote on this, it seems 
to me it cannot be decided in any other way, if you feel that strongly about it. 
I think it is important when the president says, in good faith that he had nothing 
to do with the deal himself, but that he had no particular objection, himself, 
except inasmuch as it is establishing a precedent, and it would be embarrassing 
to him, perhaps, in the future. I also think it would be opening up for other 


years a field we have not yet surveyed—and we have pretty well surveyed 


~ everything in this committee. It would be wrong unless done with the approval 


of the committee. 


. Mr. DRYSDALE: The reference to the sessional committee was to consider 
the accounts, estimates and bills relating thereto. 


_ The CHAIRMAN: For 1958. 
Mr. DryspDALE: No, you check the order; it is not for 1958. 


Mr. CHEVRIER: Even if it is not said in actual words there, it is by inference, 
1958, because every year the same committee is set up to consider the annual 
report for that year. 


Mr. DryspALE: In other words, something discovered in 1958 relating to 
something in 1957, you could not go back to? I do not think that is the inten- 
tion at all. 


Mr. Gorpon: The only time in my experience when this is raised is in 
connection with current transactions in the year which is being dealt with. It is 
something referred to in the report, when I have been questioned about it. 

The other important matter to me is that if this view prevails then you are 
asking me, as president, to be prepared to answer for anything that has happened 


in the operation of the C.N.R., right back to its origin in 1923. 


Mr. DRYSDALE: Why not? 
Mr. Gorpon: I think it is completely impossible. 
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Mr. Dryspae: Mr. Chairman, we have here, within the grounds of reason- a aS. 
ableness, a unique situation, and because you have made a statement about the — es 
dimiculties of going back to 1923, I would suggest the terms of reference would — ae 
allow us to go back that far, if some of the members thought it was in the ee 
interest of the committee to look back on it. ; 


Mr. Gorpon: I suggest this, that the management of the C.N.R. is difficult | OS 
enough as it is, and I would urge you not to make it impossible. 


Mr. DRYSDALE: We are not trying to make it impossible. “ ae 
Mr. Gorpon: You are getting close to it. ae Se 
Mr. DRYSDALE: I think the Chairman said, and wrongly, that we are examin- — eee 
ing one unique situation, and that is with reference to the Hilton hotel. On the a 
basis of that situation and upon the information that came forward they said, 
“No, you do not have to produce the information”. . ee 
Mr. Gorpon: That is only one example. I can give you other examples. Se =p 


Mr. DRYSDALE: This is a completely separate and unique situation, and mi 
think we can decide what you should produce. 2 aan 

I wonder if it would be possible, Mr. Chairman, as was suggested earlier, 
for Mr. Gordon to make investigations and find out whether or not he could — : 
produce this particular information? We would then have an opportunity also 
to study other precedents and then when things have cooled off tomorrow, we — 
could make our decision. | aes 


The CHAIRMAN: Mr. Chevrier mentioned earlier that it is in the power of 
the committee— 


Mr. DRYSDALE: To do anything. | 
The CHAIRMAN: —to do as we wish. Whether it is embarrassing the presi- oe 


dent or not, if we order that he goes back 12 years into the books to get the = s 
information, I suppose we can ask him too, the same as you can ask the house. mr 


I do not know, but I think we might as well have a vote and see where we 
stand on this. oe 

As far as the fetoersation is concerned, I think Mr. Gordon is fair enough a 
with Mr. McPhillips, and he can discuss it with him, and if the other parties are Es 
satisfied, I think that is as far as we should go as a committee. 

I do not think we are going to get anywhere if we continue arguing the 
way we are. There is nothing in it that I personally want to see hidden. There 
is nothing in it that affects the president; he was not the president at that time. oat 
In fact, if we could reflect upon the other people back in 1947, it does not even sit 
involve me in any way, politically or otherwise. No, that is not the question. It < 
is a precedent which I do not consider to be good business. as 

I know you do not see it that way, Mr. Drysdale, and I am sorry you do ee 
not, but I can see the position the president is in. 

I know, if I were in his position and had to reveal that kind of information, — a 
I would not be president very long. I mean, I would not want to be Hespat sible Sep 
under those conditions. 

However, if you are ready for the vote we will have it moved by Mr. Smith 
and seconded by Mr. Chevrier, that we maintain that the same principle be 
followed. 


Mr. FisHER: I do not like that motion. oS 


. ARS . f 
- a 4 
Se s ee ea 


Mr. DRYSDALE: The motion should be, the information which has been 
requested be given. 


Mr. FisHerR: I do not like that motion. 
The CHAIRMAN: Take it the other way; I do not care. 


up. 
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Mr. McPHILLIPS: I make the motion that the president of the Canadian 
National Railways give the consideration obtained by the company in 1947 for 


the sale of the G.T.P. docks in Victoria harbour. 


Mr. DRYSDALE: I second that motion. 
‘The CHAIRMAN: It has been moved by Mr. McPhillips and seconded by Mr. 


Drysdale that the details of the deal— 


Mr. DRYSDALE: The motion as Mr. McPhillips introduced it. 

The CHAIRMAN: That he be asked to reveal the details, including price, and 
so forth. Are there any other comments on it? If not, we are ready for the 
motion. 

The Clerk counting—Yeas 4; Nays 10. 

The CHAIRMAN: I declare the motion lost. 

Mr. Gordon: There is one question which I think should be cleared up. 
The CHAIRMAN: Yes, Mr. Carter asked a question that had not been turned 


Mr. GORDON: There is one answer left outstanding, and that is that Mr. 
Carter asked about a shipment of some cases of apricots that came through from 
South Africa, destined to Corner Brook. 

I have not been able to identify the particular shipment in the time at my 
disposal, but my traffic officers inform me that what happened no doubt was the 
South African shipper shipped on a through-bill of lading, via Saint John, 
N.B., which did not get the benefit of the Maritime Freight Rates Act. 

All such shipments inbound on through bills of lading do not get the 
benefit of the reduction. Therefore, the 20 per cent is obviously due to lack of 
the maritime freight rates subsidy. The 74 cents per one hundred pounds, as 


“near as I can figure it, would cover the wharfage and loading charges car at 


Saint Johns. 

Mr. CARTER: Thank you. 5 

The CHAIRMAN: Are there any further questions? 

Mr. FISHER: There is a question I want to take up, consequential to the 
motion. It is a point on information. I have been bothered over the attitude, 
of the C.N.R. when phrasing questions in the house. I have felt their answers 
are not as full as I would like. Could the president mark off in a statement the 
general areas where we could hope to get answers to questions in relation to the 
C.N.R. operations? I know I am embarrassed many times concerning the ques- 
tions I have asked when they come back and say, “This information cannot be 


revealed,” or ‘the company does not keep this information’”—that sort of thing. 


It is just a question in terms of procedure, as to what is open to us as 
members of parliament. 
Mr. Gorpon: I think it would be almost impossible for me to outguess 


the ingenuity of members in asking questions; it is beyond me. But, actually 
I will do this: we can try to devise a means of letting you know in what 


way statistics are kept, and you would then see, within those limits, the kinds 
of thing that might be applicable. We make up statistics of various kinds. 

I will give this as an instance. We are often asked about a payroll on a 
certain date for a number of employees, as compared with another date. I 
cannot give you that information because we do not have it ourselves. We 
take the number of employees on a mid-month date, which is the payroll date, 
and that is all we keep. There may be wage fluctuations in between those 
dates, but we cannot set up statistics to give us the number of employees day- 


by-day. 


‘However, I would suggest to you that it would help you if you would get 
in touch with us about some of these questions, and we will try to assist you in 
how to frame your questions, if you like. 

21135-9—5 
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Mr. Hers: You cannot do any better than that. nti. 
Mr. F1sHerR: I have found Mr. Jack very co-operative in this panieulaes 
regard, but it is most unsatisfactory where information is denied one on two - 
grounds: either that you do not keep statistics; or, it is not in the public interest. _ 


Mr. Gorpon: I have found from experience—and I have been disciplined _ 
myself in this respect—that in answering a question to the house I have ae - 
been told—and I have been overruled by my own staff—that the question  — 
must be answered exactly and it must bear on the particular form of the ~ 
question, There are many occasions in which I could do, as I do in the ~ Se? 
committee—talk too damn much; but I cannot in reply to a question in the 
house. If we could give you some assistance on particular items of information — 
we would be glad to do so. We could tell you how to frame a question in ee i 
order to bring out the point you desire. If you tell us what you want to find ~ 
out, we will tell you how to get it. ae 


Mr. CHEVRIER: On a point of order, you indicated Mr. Chairman, that some 
of the questions that the opposition asked were foolish. All I need to say on 
that is that any questions I asked the minister he has always been good 
enough to reply; and I presume they were not foolish. I presume the reason 
for that was because of my association with the C.N.R., and perhaps I knew 
how to ask them. 


The CHAIRMAN: I think a little advice to many in the House of Commons 
would be very good, and even if it was not about the C.N.R. you could help 
them a little. Are there any other questions? 


Mr. FISHER: On the capital budget? 
The CHAIRMAN: If not, we are ready for Mr. Fraser’s motion. 
Mr. FISHER: What was his motion? 


The CHAIRMAN: That we adopt the annual Feport, the financial statement 
and— 


Mr. FISHER: Just a moment, Mr. Chairman. Several times during the two 
hearings the president has said that there are difficulties raised by his appear- 
ance before this committee. Have you any suggestions that you could make 
which would make the task easier for you and at the same time not inhibit a 
or limit the parliamentary inquiry. 


Mr. Gorpon: That is a great temptation for me. With the greatest defer-_ 
ence, I should be glad to express my views in regard to this committee’s work. 


With great deference, and with no suggestion to restrict the rights of 
members of parliament, it seems to me in connection with my ten years’ 
experience, that more and more we are losing sight of the fact that the ioe 
Canadian National Railways is a highly competitive organization, and its a 
management should be designed along the lines of a private enterprise organ- 
ization. That was the concept of the legislation in the first instance. I have 
read the earlier debates and every debater in the house from every party 
accepted the principle of the early royal commissions that the C.N.R. must 
be set up to operate along the same lines as a private enterprise corporation. 


I confess to you that the preparation for this committee is getting to be 
such a burden and heavy strain that, speaking personally, I doubt if I can 
carry on much longer. I speak on behalf of my self and my senior officials. ~ 
I would ask you to believe me when I say that for the first three months, and 
possibly four, of every year we have the prospect of the committee hanging 
over us to a point where we cannot get on with other work. 


You see here a few sheets of paper. The amount of analysis and efforts on 


our part to try to meet any possible question which may be asked is a EIN 3. sy ot 
situation; and each year it gets worse. a: 
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My suggestion is that the committee should seriously examine just what 
it is that you are trying to do. I have every sympathy for the members, because 
it seems to me that members come here and each one feels he must think 
of some question, because he is here. I suggest to you the procedure ought.to be 
along the lines that the C.N.R. makes its annual report in exactly the same way 
as the C.P.R. and that that annual report be distributed to the members, and 
the committee then having read the report, have the president appear before 
you to make a general statement in regard to the policies, actions and activities 
of the railway on precisely the same basis as the C.P.R. Today the C.P.R. 
president made a statement to his shareholders at their meeting at noon, and 
he has dealt with quite a number of matters in the course of that statement to 
his directors. 

It seems to me that is the sort of thing that should come before this 
committee. You should be dealing on general questions of policy rather than 
detailed questions along the lines which we have struggled through here the 
last few days. 

I suggest to you—and I speak with deference—that you should be much 
more concerned with how we are going to eliminate our deficit than about 
whether or not we serve meals in a cafeteria or dining car, or whatnot. 

The minute details which each member has gone into is a matter of interest, 
but they do not touch upon the question they should be interested in and that 
is: is the management of the C.N.R. an efficient management, or otherwise; and 
if you come to the conclusion it is not, for God’s sake tell us and fire the lot 
of us. Take the general approach to it and let us work as a private enterprise 
corporation and manage it as such. Put us on the spot. Challenge us. Tell us 
why it is you do not think it is efficient and make us explain why we have 
a $51 million deficit. 


Mr. CHEVRIER: I think the statement made by the president is a very 
important one. It is important for many reasons, not only because, if it were 
adopted, it would be a change in the procedure that has been followed here; 
but it is important because of the fact that it comes from the president and it 
outlines a new method for the committee to follow. Whether or not the com- 
mittee should follow that suggestion is not for me to say. I have my own 
personal views. I am sure we could not decide on that tonight, but it is something 
we could ponder over during the course of the next few months; and certainly 
from now until the committee meets next year, this would be a matter for the 
government, I presume, to determine. 


The CHAIRMAN: It concerns government policy and it would be a ees: 
of government decision. 


Mr. FisHEer: Is this not a House of Commons decision, as a committee of 
the house, and is it not up to us? 


Mr. CHEVRIER: It would be a matter for the committee to determine in its 
report. If the committee feels what the president has said is worth trying, 
it might recommend it to petlaricns and, if they adopt it, we would try it 
next year. 


The CHAIRMAN: I wish the members would think this over before we 
prepare our report to parliament. This is a very important statement that 
Mr. Gordon has made. For a long time I have felt exactly as the president has 
expressed. 

I think there is some measure of futility in meetings such as we have had 
this year and last year. I just cannot conceive of any large organization, big 
company business and companies as large as the C.N.R. going before their 
shareholders which sometimes number 20,000 and go through what the C.N.R. 
goes through here. The president has placed before you his report. It is done 
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in a businesslike way, the same as any ather company. Now, Te r 
shareholders of this company are Canadians generally, in view of 
of it, but it does not alter the responsibility of managing a competitive bi 

I am very glad to hear your statement, Mr. Gordon, and I apprec 
expression of your views. Before we write our report, we will sit dor 
review your statement, as a committee. I. think Jtras cer 
provoking and constructive. 

Mr. Hees: Could I make a suggestion. I am reed by te Mr. 
has said. I also Sued: that eRe of parliament do have Spee aye 


answers. However, on Monday, Mr. Gordon came at spent all day Ss 
members of parliament who had brought up particular ea ee mi 
on which they wished to see Mr. Gordon. | pee 
Mr. CHEvRIER: You did not tell me about that. | ser 
Mr. Hers: The point is that he was here to see Boobie ‘who br ight 
particular questions they wanted answered. | et 
Mr. FisHeR: Your secretary has a number of questions that I broug 
about the C.N.R.—or your department has—and Le was not informed tha 


as 


was here and available. ae 


much ae as any other member— : 
Mr. FIsHER: And I am not ashamed that I have. 


Mr. Hees: —and you have had your fill in the last two days 
though somebody “short-changed” you, because they have not. 
Iam simply saying that people who were not on this committee, and 
had real problems, spoke to Mr. Gordon on Monday and got a great deal c Our Boe 
and I think Mr. Gordon felt it was a good and useful meeting. . a ae 


Mr. Gordon has made, that the committee paerats ina iehtly ‘ttc 
which appeals to me very much— 4 


Mr. FISHER: It appeals to me; that is why I asked the ces 


Mr. Hees: —perhaps he would be willing—and we could think this ov 
to come back here again in a couple of months and talk to members 
questions which they have, instead of members storing them up for. ie 
year. In that way we could solve, not all the problems, but perhaps th 
problems, by bringing them to his attention. Then we could continu 
committee in the way he has suggested. ee Sc 2 


Mr. SmitH (Simcoe North): Mr. Chairman, I had just one “hough: 
we were going along there. I wonder if in future years it would. ‘be possi 
to have a committee sitting in two parts? In other words, at the first p 
Mr. Gordon could come and make his general statement and pues 
be asked that would not then be answered. sale 

We have to have a compromise. We cannot do it exactly ake: a Sore) 
corporation; but we have to make a compromise between the two syster 
and this is what I was thinking as Mr. Gordon was speaking. I was wonderii eae 
if we could sit in two parts. Mr. Gordon could come and. make his. report io 
on general principles and policies, and he could be examined on those thin; . 
In that way, he would not need to bring his vast field of experts with 
Then he could come back later with the answers to those questions, 
details which would have been asked for at the time. : 


The CHAIRMAN: I think we are getting a little off the track hoes 
dealing with the terms of reference, and we do not need to oe 
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disposing of this report at the present time. But I think this has been a 
deviation that has proved helpful, and I think we can all agree that the 
president has been most generous in giving this information and coming here 
prepared to answer all the questions which he has been asked. I think we 
should now proceed and try to deal with this report. 

Mr. Gorpon: Mr. Chairman, could I add one comment, so that when you 
are considering this point you may take this further suggestion into account? 

Recognizing that individual members have questions and difficulties in 
their own constituencies, I would encourage members to write direct to the 
C.N.R. management. Keep it current and live through the year and get away 
from the assumption that all questions about the C.N.R. should be asked 
through the House of Commons. Some members only ask questions through 
the House of Commons, and we never hear from them directly. 

We have members who write us regularly, and almost in 100 per cent 
of the cases, as far as I know, we have been able to satisfy them about their 
particular questions. If you get into that habit, I suggest it would not be 
necessary to go through this kind of meeting. 

The CHAIRMAN: Gentlemen, are you ready for the motion? 

Mr. DryspALE: Mr. Chairman, I wondered about the usefulness of this 
committee too, and I wonder if Mr. Gordon has any idea as to the approximate 
amount of money that has been involved in having these 20 gentlemen here, 
in addition to which there are the people who have been preparing this 
information. 

Mr. CHEVRIER: That is not necessary. 

Mr. Gorpon: I do not know at all, because I do not know how much 
business I am losing in the meantime. There are a lot of people waiting for 
us in Montreal now. 

Mr. FRASER: Mr. Chairman, I move that the annual report, the financial 
_statement and the budget be adopted. 

Mr. CHEVRIER: Not the budget. 

Mr. FRASER: The annual report and the financial statements. That motion 
is seconded by Mr. Kennedy. 

The CHAIRMAN: Moved by Mr. Fraser, seconded by Mr. Kennedy, that the 
annual report and the financial statements be adopted. What is your pleasure, 
gentlemen? 


Motion agreed to. 

The CHAIRMAN: We will have the budget in the morning. Can you give 
us any forecast, gentlemen, as to how long we might be on the budget tomorrow 
morning? 

Mr. CREAGHAN: Let us spend not more than an hour on the budget and the 
audit. | : 

_ The CHarRMaAN: You mean, each of you? 

Mr. CREAGHAN: No. I would like to see the T.C.A. estimates started some 
time tomorrow. 

Mr. BRooME: Could we go on with this tonight? 

Mr. FISHER: No; we stop at 6 o’clock. 

Mr. CHEVRIER: This is Wednesday. 

: The CHAIRMAN: It does not matter to me, but many, of you young fellows 
do not like to work Wednesday nights. 

Mr. Gorpon: Mr. Chairman, I would mention that Mr. wigece has laid 
on a very interesting trip for you tomorrow morning. 
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The CHAIRMAN: Mr. McGregor, the head of T. C. ees bavewils 
him—is proposing to take us for a luncheon flight over the: St. Lawrene 


iines\ “At fas fifteen, I believe. a 
The CHAIRMAN: In time for the house, anyway. Sees eee 
rith t 


Spee: 


Mr. CHEVRIER: “‘Nine- ee . eee eb ee 
The Havant Very well, gentlemen, if it is your pleasure we: 


of the dave. ee 

Gentlemen, there has been a change. The clerk tells me that | 
been difficulty in getting committee rooms. In the morning we wi 
in room 253D instead of this room, at 9.30. That is the big rau 2 
room on the main floor. oes 
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THURSDAY, May 7, 1959. 


The CHAIRMAN: Gentlemen, I see a quorum; would you come to order? 


The report and the financial statement were carried last night, so the 
first item before us this morning is he capital budget of the C.N.R. We will 


proceed with that. 


CANADIAN NATIONAL RAILWAYS 


CAPITAL BUDGET—YEAR 1959 


Note: “os 


Cost to 
Complete 
Projects 
Authorized 
1959 in Prior 
Proposals Years Total 
(000) (000) (000) 
Roap PROPERTY 
New Lines, Diversions and Abandon- 

INGHEB ee ao ow Rae ae 6, 863 5,829 12,692 
Roadway Improvements.............. 62,991 1,501 64,492 
Large ‘Berminals oo stesso. ots saul ts 2,666 60, 368 63 , 034 
Yard.T racks and Sidings. :2. 06. s.0 86. 3,708 801 4,509 
Bald nessa as ee ae ote ere 9,121 27,916 37,036 
Highway Crossing Protection.......... 455 281 736 
SHEN A LS re ee Oe ene tees Saeco ihe 5,104 6, 250 11,354 
Roadway and Shop Machinery........ 5,864 402 6, 266 
CLONAL Fes. Sap ae Aree ae 16, 647 4,422 21,069 
Communications.............-....55.-. 9,477 9,804 19,281 

Road Property—Total......... 122,896 1173873 240,469 
WBRANCH LINES 0) 025) gna oot & canine 6 ars — 12,972 12,972 
FIGERES oo ek ene BP igs ENE Dune 845 4,298 5,143 
FGQUEPIEINT S oi cre Sic ee Re blu ie! ete te eee ncane ea 59,488 89, 968 149, 456 
183, 229 224,811 408, 040 
INVESTMENT IN AFFILIATED Co’S........... 17,416 — 17,416 
: 200, 645 224,811 425,456 

Less—Uncompleted Work.................. — eas age 
Totale-CrNe Rite re ees 200, 645 224,811 425,456 
T.C.A.—FINANCIAL REQUIREMENTS........ 5 ed OOM) — 57,000 
257, 645 224,811 482,456 


1959 
Expendi- 
tures 


(000) 


8, 567 
62, 802 
27, 034 

2,948 
20,446 

736 

7,073 

3,827 
20,601 
18,261 

172,295 
10,141 
3,568 
88,480 
274,484 
17,416 
291,900 
38, 000 
253, 900 
57,000 


310,900 


The amounts required for refunding and/or retirement of maturing securities are shown on Page 8 


hereof. 
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CANADIAN NATIONAL RAILWAYS 
STATEMENT OF FINANCING AUTHORITY REQUIRED 
WITH RESPECT TO CAPITAL BUDGET 

YEAR 1959 | : 

Gross CaritaL EXPENDITURES } Spas Aap 
Road Property........ eR Sei te Us Wastin oye ve car Ret Oe EER oe eed 
PAN CH LAGS 3s ete Pe as aes oe eatin se cist Bere Ca ha es Ng ce See veer e es Bee ak 
Equipment nc c.5 a8 tenon Gee ee ee ee nh (hae ss ee eben eee 
Hoteles nes vee Oe Lauirigte Hees ae Seb Re ke cs ng SS 


f 


Investment in Affiliated Companies 


Less—Uncompleted Work................ eee ho are hatedines Gay elie sar Reap raid HN 
Torar—C.NR . 
Trans-Canada Air Lines—Financial Requirements............... gee Re a a 
'Torau—CaPITaL BUDGET....... Mane er Dt ee hems Seepage Ant errs 
Sources oF FunpDs 
Depreciation, Acctitals; eteis; eae es 6). Ee ee eee eee eee eee Mies bores 
Issue of Securities: | f : = oe 
Preferred: Stocks. on. Go a GENO aria ag ota ates Ni ey corre tay | ee wees, 2g O08s: 
Additional Borrowing 1959.02)... jasc as eee etn eete des see. 180,200 


Borrowing—Trans-Canada Air Lines 


JANUARY 1, 1960 To JUNE 30, 1960 


Interim financial authority required with respect to capital projects authorized in 
1959 and prior years . 


Gross Capital Expenditures 


Financing thereof: ; 
Funds available from depreciation accruals, etc...... ie wie ate are eee 


Issue of Securities: 


Preterted Stocker xis ets Picci ae Se ee, a Ren, BOR, oe eg 
Additional BorrowipgerGin (Re Coa ee ee ae 
OBE rr OE mn feat oNcaeik Soap eaarte Ge sae, eae 


COMMITMENT AUTHORITY REQUESTED. 


Authority is requested to enter into contracts prior to the first day of July 1960 for 
the acquisition of new equipment and for general additions and conversions that 
will come in course of payment after the calendar year 1959 in amounts not exceed- 
ing in the aggregate........ STi ame Garey a NS at nad i i 


EXISTING FINANCING AUTHORITY 


Financing authority exists under CANADIAN NATIONAL FINANCING © a 
AND GUARANTEE ACT, 1958, Section 3 (1) (b) for an amount of $134,000,000. 

Estimated expenditures against this amount are $100,000,000 for Road and 

Equipment and $34,000,000 for advances to Trans-Canada Air Lines. 3 NOs 


ae 
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CANADIAN NATIONAL RAILWAYS 
CAPITAL BUDGET—YEAR 1959 
BRANCH LINE CONSTRUCTION 


Construction of the following new branch lines authorized as follows; 


Authorization 
POTTrace— LKAtiM ah? Ga Be eee sae Hose le eae ie wie, ach ® wupiatalte Chapter 20, 1952 
Hillsport—Manitouwadge . oo s shoes eee kena Obed osbanes Chapter 49, 1954 


Chapter 49, 1954 
Chapter 19, 1956 
Chapter 13, 1957 
Chapter 13, 1957 


Beatty ville—Chibougamau—St. Felicien............... 
Bartibog—Heath Steele Mines.............0 cece ee ceees 
Sipiwesix-—1 hampsoneee os wc ewe Poke ele cs bree Seeee 
Optic Lake—Chisel baker's yoo ewes Seas wee Ok Bete alk 


Mileage 


46.0 
27.0 
297 .6 
22.0 
30.0 
52.0 


Cost to 
Complete 


75,000 


78, 000 
4,513, 000 


35, 000 
495, 000 


8,751,000 


Estimated 
_ Expenditures 


11,500, 000 
4,312,500 
40, 825,000 
3, 220, 000 


5,400,000 - 


10, 165, 000 


Expendi- 
tures 
- 1959 


75,000 


78,000 


4,433,000 


35, 000 
495, 000 


6, 000, 000 


Estimated 
Authorized Expenditures Expendi- 
a tures to 
Total Capital end of 1958 
Terrace— 
j SG RH Tadd: a eta Scans ae MW oO ape LB 11,500, 000 11,500,000 10, 920, 000 
Hillsport— : 
WeaNitOUWAALC ls wiciiiies sos coe 4,312, 500 4,312,500 2,594, 000 
Beatty ville— 
Chibougamau— 
Ste Pelion sg) coreea aceon 35, 000, 000 34, 930, 000 30,417,000 
Bartibog— 
Heath Steele 
Mines os pe ate ae 2,800, 000 2,800, 000 2,422,000 
Sipiwesk— 
PHOMpSONs. footers, eee 4,500, 000 4,500, 000 4,005, 000 
Optic Lake— 
Chisel hakeys. cnc metals oes 10, 165, 000 10, 165, 000 1,414,000 
68, 277, 500 68, 207, 500 51,772,000 
Less Subsidy on 
Beatty ville— 
Chibougamau— 
St: Peleionsa iss) ere ee 7,300,000 7,300, 000 6, 325,000 
60,977, 500 60, 907, 500 45, 447 , 000 


13, 947, 000 


975,000 


— 


11,116,000 


975,000 


10, 141,000 


Ys 
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‘*“Nova Scotian” 
PPAR Nene ses Se ae ae ea 


‘‘Chateau Laurier’’ 
CELA IW RONG Tre cricek) la rte oan eens 


Fort Garry”’ 
Winniper.. Mate cs vc wiacas oo ode Ge 


‘*Bessborough”’ 
Saskatoon, Sask.......... 


‘Jasper Park Lodge’’ 
MSDE MAGA e eis acs bite nee re Ue ak oe 


Various Hotels............ 


“Queen Elizabeth’’ : 
Dontred | Ogee ee ae mae en 


HOTELS 


1959 


Proposal 


$ 
368 000 
176,000 
82,600 
73,050 


80,000 
65,000 


844, 650 


844, 650 


Cost to 
complete 
projects 
authorized 
in prior 
years 


$ 
3,792,000 
46,300 
155,300 
17,450 


75,000 


— 


4,086,050 


212,000 


4,298,050 


Total 


4,160,000 


222,300. 


237,900 


90,500 


155, 000 
65,000 


4,930,700 


212,000 


5,142,700 
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1959 


Expenditures 


$ 
2,585,000 
222,300 
237, 900 
90, 500 


155, 000 
65, 000 
3,355,700 


212,000 
3,567,700 
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CANADIAN NATIONAL RAILWAYS 
CAPITAL BUDGET—YEAR 1959 
EQUIPMENT 


DES ees NC credo pM ap he nl Bae Me AY Ne ne en ek MP ag I a eA Se ee a3 


Cost to . 2 ee : 
complete ante ; 
projects 
authorized 
1959 in prior 1959 nee, 
Proposals years Total Expenditures) ee 
4 : $ $ a 
NEW ‘ GE c ok ag 
Authority is requested for the finan- ere ek Say ae 
cing to the extent indicated of the : Sagas 
undernoted equipment, the finan- B nee 
cing and/or ordering of which was : eae ae 
authorized in Financing and Guar- a ee ee 
antee Acts in prior years......... = 86,873,200 86,873,200 80,753,200 a 
284 Locomotives | Reese to 
20 Steam Generator Units oo ae 
28 Passenger Train Cars Cae 
1,492 Freight Cars . Tee 
13 Work Equipment Units et oars 
tae : = ek 4) set 
1,837 ox 
Authority is requested for the order- 2 Sion oF 
ing of equipment estimated to : : Eg x 
cost $55,308,000 of which $758,000 Rey 
will be required to finance antici- =e 
pated deliveries in 1959.......... 55, 308, 000 — 55, 308, 000. 158, 000" - Sage 
265 Locomotives ee Be 
100 Freight Cars eg vie 
8 Work Equipment Units aa 
373 ae 
Provision for special experimental | SPs 
equipment and for new types of 4 * 
equipment to be tested in opera- : = A 
GIO, he pe ry OL ne eee — 1,000, 000 1,000, 000 1,000, 000 
55,308,000 87,873,200 148,181,200 82,511,200 — 3 : 
(say) 82,511,000 
AppitTions, CoNVERSIONS AND HiGHWAY . #8 i 5 
WaHIOLns {oct ties ome a 4,180,400 2,094,900 —6, 275, 300 5,969,000 
TOTAL—EQUIPMENT....... 000 cece eee eens 59,488,400 89,968,100 149,456,500 88,480,000 © * 
‘ aut C : 5 
Notes; i ; | 
The particulars of the equipment required as indicated may be revised as to numbers and classes, but _ Bay 
the total cost will not exceed the amount of the authorizations requested above. . ieaiei 
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CANADIAN NATIONAL RAILWAYS 
CAPITAL BUDGET—YEAR 1959 
INVESTMENT IN AFFILIATED COMPANIES 


1959 
Budget: 


Toronto Terminals Railway Company 
Estimated requirements—$560,000. 
CNS RUE PLODOE VION SOU ue val eors oC Seat ae oa Ur at eR ecto ey Sect i rar asia ages re, 280,000 


Northern Alberta Railways 
Estimated requirements—$3,670,000. 


GN IA. PYOOOL VEO Te Uc len eae «eure oot teeth CEL ea er a AEA a chert Aaa ceed 1,835,000 
Chicago and Western Indiana Railroad. 
Advances under Agreements March 31, 1926 and May 1,1952................ 0. eee eee ee 300, 000 
- Atlantic and St. Lawrence Railroad Company a 
Vurehase of Stok <5 ses 4 cates Se Whee es in Cater a anes Yih a eeoenl a o9 1,000 
Canudian National Transportation; Limited. 0.8 5 Foe ee ae eo ay PAs Goal bo CRE Rt ag 15,000, 000 
PT Ce AE ING Se a a a hay ae en OE nM Dean aun 17,416, 000 


Trans Canada Air Lines—Financial Requirements 
Advances in respect of Capital Expenditures (Year 1959 only).............. 00. e eee eee 57,000, 000 
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CANADIAN NATIONAL RAILWAYS ! < ee 
RETIREMENT OF CAPITAL OBLIGATIONS . Ye 
INCLUDING EQUIPMENT PRINCIPAL PAYMENTS : ena 
DURING THE YEAR ENDING DECEMBER 3lst, 1959 Matas Sa) 
Due Date Z ¥ ae 
1959 ; Amount e 
dan. 15 Canadian National Railways Company 3% Guaranteed Bonds............. $35, 000, 000 
Jan. © 15 Canadian National Railways 22% Equipment Trust Series ‘‘V’’ Certificates 675, 000 
Mar. 15 Canadian National Railways 21% Equipment Trust Series ‘‘U”’ Certificates 1,100, 000 
July 15 Canadian National Railways 22% Equipment Trust Series ‘‘V’’ Certificates 675, 000 
Sept. 15 Canadian National Railways 21% Equipment Trust Series ‘‘U’’ Certificates 1,100, 000 
$38, 550, 000 
CANADIAN NATIONAL RAILWAYS 
OPERATING BUDGET—YEAR 1959 
1959 1958 
Budget: Actual: 
(000) (000) 
OPERATING NEV EN UNA eer oad emt one Su ihe ce Mites Wl sa bee oak Meola He aA as $756, 500 $704, 947 
OPERATING EXPENSES 
Maintenance: - 
Road her ere eh a nn cern Pa cj ciency veel Nan 164,600 157,280 i 
TUCUIDIVECH i.0 tenors he Nee aaa enc te es etait aerate statis hea Orptecss «ove 4 fo sue 154, 000 145,971 
: f Wore 1 Gerke tct Ni Mi ace A AAS IN SO Gee a te Ra 318, 600 303, 251 
EU VRNSDOLEALIONT oor ete yy ee ae coh ek Poeos St} Lo ER kD oon 330, 400 319, 381 ‘, 
649, 000 622,632 
STG US ee lee ia OL NOE Grats eRe, Saat fate cote Secdlaat care surly oe 3 14, 800 14,774 
Miscellaneous Railway Operations: 200s oon... g Bo Pek ice eee dee e ee ee ea 6,000 5, 936 
General cen acs rues tes Oa Tues cect nee ee i eg he a SS 58,900 56,679 
: 728,700 700, 021 
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The CHAIRMAN: In view of the fact that we have a larger room this 
morning, I hope you do not assume that you will have a lot more latitude than 
you had yesterday. At this time we will have a statement from the President 
of Canadian National Railways. 


Mr. DONALD GORDON (President, Canadian National Railways): Gentlemen, 


I would like to make a brief introductory statement. You may recall that I 


said last year before this committee that we were about midway in a program 
of heavy capital expenditures, which commenced in 1950. This program was 


_ designed first of all to eliminate the backlog of deferred maintenance that had 


built up during the war years and, secondly, to modernize our plant and equip- 
ment to keep pace with the ever-increasing competition. The 1959 capital 
budget is entirely consistent with this program and you will be interested to 
see that some major parts of the plan are nearing completion. 

At this time, I would suggest the committee members turn to page 1 of 
the capital budget and estimated income account in this white paper. You will 
find that page 1 presents the summary of the capital budget for the year in a 
form similar to that used in recent years. If we forget for the moment the 
financial requirements for T.C.A. at the bottom of the form, you will see under 
the column headed ‘1959 proposals” that during the year it is proposed to 
undertake new projects which total $200,645,000, and it is proposed to continue 
work on previously authorized projects costing $224,811,000, which is shown 
in the next column under the heading “cost to complete projects authorized in 
prior years”. Now, moving over to the “total” column, there will be in play 
projects which will cost $425,456,000. This figure is $75 million lower than the 
figure last year and indicates that some of the major projects are either well 
underway or nearing completion. 

The right-hand column, under the heading ‘1959 expenditures” is the 
column in which the Minister of Finance is particularly interested because it 
sets out the portion of the total cost of the projects that will have to be 
financed during the year 1959. You will see the figure is $253,900,000, which 
is about $3,700,000 lower than 1958. 

Then, in addition to that, our budget must include the financing require- 
ments of T.C.A. You will note that this has been added to our figure, which 
gives a grand total for the cash required during the year of $310,900,000. 

Now gentlemen, as I say, that is a summary, and we can proceed from 
there. 

The CHAIRMAN: Would it be satisfactory to the members of the committee 
to take this white paper page by page and have the president give a brief 
synopsis of each page? 

Mr. McPuHILLIPS: You mentioned taking it a page at a time. Do we reserve 
our questions until completion of all the pages or do we ask them on each page? 

The CHAIRMAN: Page by page. If there are any questions left over when 
we have completed this white paper, I will give you the latitude then to ask 
them. 

Mr. McPuiuuies: So long as it is understood the questions will be raceeed 
for the end. 

The CHAIRMAN: Yes. You can ask questions at the end, but I think it 
would expedite things if you could concentrate on each page as we come to it. 

Mr. McPuHILLIPS: I wanted to make sure on this point because there is a 
question I have to ask in connection with page 1; it concerns the T.C.A. financing. 

The CHAIRMAN: You may ask your question now, Mr. McPhillips. 

Mr. McPuituies: Purely for information, I would like to know what is 
the basis for this? I suppose it is due to the fact that T.C.A. is not strong 
enough to do its own borrowing. 
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Mr. Gorpon: The T.C.A. capital requirements are not of a size that would — 
make it appropriate to go to the public market for an individual bond. issue 
in T.C.A.’s name. From the financial point of view it is felt by the government, 
the Bank of Canada and ourselves that it is better to include the financing — 
requirements for them through our budget. We act as bankers but we break | ae 5 
even in the process. It is purely formal in including it here, so that when we PS ee ae 
would float a bond issue we could include their requirements under the C.N.R. 2 

Mr. McPuiInuips: Probably you can get a better deal than they can. 

Mr. Gorpow: Yes, because they have a smaller amount and it would cost Ee: 
a little more money. Of course, the detail of the financial requirements of a pee 
T.C.A. will be dealt with by Mr. McGregor, when you come to his budget. 

Mr. McPHILLIPs: I just wanted to get that point clear. Do you take from 
them just an acknowledgement of the debt? SS 

Mr. Gorpon: No, we have a formal note from them which represents” es ee 
the indebtedness they owe US. ae 

Mr. DryspaLE: I have a question in connection with a matter of com- 
parison. I have endeavoured to compare the figures you have for: 1959 with 
those for 1958, and I think this would be on page 32 of the annual report. 
Yet the items do not appear to be entirely comparable. In future years, would | 
it be possible to have the 1958 expenditures so that we could see where there 
was an increase or a decrease, and also if the items would be retained on a 
comparable basis. Under “road property’ you have ‘‘new lines, diversions 
and abandonments” and on page 32 the only thing I can find is line diversions, 3 
amounting to $1,579,423. ae 

Mr. GORDON: Yes. Those are the budget figures, whereas the figures on 
page 32 are actual figures. We will take your suggestion in hand. Do you 
think it would be more useful next year to have the actual expenditures or 
do you want to compare budget with budget? ate 

Mr. DRYSDALE: I suppose budget with budget. ae 

Mr. GORDON: We are trying to make the form as simple as possible. <What— = =i 
you suggest is quite easy to accomplish. However, I have comparison figures Se 
before me. na 

The CHAIRMAN: Mr. Drysdale, you could always check them off yourself. SE 
In that way it would save a lot of expense. eee 

Mr. DRYSDALE: Yes, but it would save a lot of time if we had them on. - 
the same sheet of paper. 

Mr. GorDON: Mr. Drysdale, next year I will try to construct a form which 
you have in mind. 

Mr. DRYSDALE: At present there is no comparison of the figures in your 24 
annual report with the headings used, and if you could use similar headings oe 
it would be most helpful. eae 

Mr. Gorpon: That is a practical suggestion and we will make a note of it. 

The CHAIRMAN: Are there any other suggestions or questions; if not, 
we will proceed to page 2 and have a brief statement from the president. 

Mr. Gorpon: I am. going to deal with this page by page in order to show | = 
the committee how the figures work out. oes { 


Page 2 is a statement of the financing authority required with respect to 
the capital budget. A figure of $310,900,000 is shown. First of all, I will define 
the figure. $253,900,000 is the total for the C.N.R., and the grand total of +3 
$310,900,000 is the total cash required this year to Bates this budget. This ~ 
checks off with the figure shown on the first page under the heading ‘1959 Ce 
expenditures”. It breaks it down into the headings, as shown. There is eh 
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$172,295,000 for road property, and so on down the list. On the following 
pages you will see the details. The heading “sources of funds” is intended 
to show the committee from where we get the money, and to finance the 
budget we take $101 million out of our own earnings in the form of depreciation 
_accruals.. We propose to issue securities in the amount of $22,700,000 which 

represents preferred stock sold to the government and the $130,200,000 is our 
estimate of the additional borrowings that we will have to undertake to 
finance this budget, plus the T.C.A. 


Mr. CHEVRIER: What are the terms of the preferred borrowings? 


Mr. GorDON: That was the 4 per cent stock. That was the arrangement 
under the recapitalization act. 


Mr. McPuinures: Does this railway borrowing of $150 million enter into 
this, or is that something else? 


Mr. Gorpon: The process is this. First of all, we get advances from the 
government direct. We get those advances during the year on a short-term 
basis with the understanding that when the government feels the time has 
come for the Canadian National Railways to make an issue on the market we 
undertake to go to the market, raise that money in our own name, with the 
government’s guarantee, and then we repay the temporary advance which we 
have received from the government. In other words, the point I want to 
emphasize is that all our borrowings from the government are short-term bor- 
rowings, with the intention of selling a bond issue as quickly as is deemed 
possible. You will notice that only yesterday we closed the books for $150 
‘million. That is for past borrowing. 


Then the summary here, of January 1 to June 30, is an arrangement 
whereby that enables us to get interim financing authority to permit us to con- 
tinue work during the first six months of 1960 on projects begun in 1959. 
Without this interim authority, all work on capital projects would theoretically 
have to stop December 31 and could not be started again until the new 
Financing and Guarantee Act had been passed—usually in June. 

The sum is arrived at by reviewing our equipment delivery schedules, 
obtaining advice from T.C.A. on their requirements and estimating the extent 
of capital requirements during the first six months of the year for road 
property, hotels, and so on. The amount to be spent is a portion of the 
difference between the expenditures during 1959 of $310.9 million and the 
total cost to complete the projects in play, $482.5 million, shown on page 1 
of the budget. 

However, the funds for each specific project financed under this authority 
must be included in the 1960 budget as a specific expenditure item. That is 
made up of locomotives costing $32 million, passenger train cars, 19 in number, 
$5 million, and the road property, branch lines and so on, $50 million, which 
totals $87 million and then $43 million is estimated for the T.C.A. require- 
ments, making up the figure of $130 million. 

Then, you will notice the other figure below that, a figure of $81 naaliiont 
down at the bottom, and that is the commitment authority of $81 million 
designed to permit us to make commitments or enter into contracts for 
specific items in the budget any time between January 1, 1959 and July 1, 
1960. 

As an example, we are asking authority in the 1959 budget to place orders 
for 265 diesels, which will not be delivered or financed until 1960. This com- 
mitment clause permits us to delay ordering these until after the end of 1959, 
should we so desire. 

So that the $81 million B16 represents a portion of the difference between 
the 1959 expenditures and the total cost to complete projects in play. 
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of the page, simply restates the interim Siar we Had receive 
Financing and Guarantee Act for the first six months of 1959. - Next ve 
have tried to explain, this section will show the $130 million for w ch w 
now asking interim authority in the middle of the page. eee 

This page really tries to summarize the technical legislative -equir 
which have to appear in the Financing and Guarantee Act, which « ( 


legislative authority for the various items. : pe. 
The CHAIRMAN: Any questions or suggestions regarding page 27 
Mr. Carter: How much of that $101 million for depreciation ‘ 
depreciation? That came out of last year’s earnings, did it? — ee ee eee 
Mr. Gorpon: No; this is what we estimate will come out of 1959 arni 1gs 
and it is made ni is on a straight-line depreciation based on a the li 
as we call it, of the various items of equipment. reek: 
The CHAIRMAN: Any other questions? Mee Wie : 
Mr. CATHERS: Supplementary to that, your imate ue a . deficit 0: x 
million last year would include depreciation? ee eae 
Mr. GorDON: Yes. | Be ete oe Ls 
Mr. CatHEers: Of how much, roughly? | ers 
Mr. Gorpon: You are talking about 1958? 
Mr. CATHERS: Yes. 


Mr. Gorpon: Last year we showed $118 million depreaa a in xe) 
pOneNe: There are always a few quibbles. from the aces be 


Mr. CaTHERS: Then really before depreciation there would be - pro 
about $60 million, roughly, if you show a loss of $51 million? — ee 


e 


Mr. GORDON: I am wrong, ney Ce Oe figure is. ge the right ig 


the $118 faites Popes a draw- ee in working capital: ‘and. 4 


that kind. It is $72 million, so it would be roughly $20 million « on as 
you are talking about. a oF : 


Mr. GORDON: Yes, that is where it will be found; you will find thos 
in the Financing and Guarantee Act. ‘ 3 


Mr. CHEVRIER: I was not thinking of the Pinonens and enn 
which will be passed after the report is made to the house. 7 yas ae 


act eich provide for the financing of certain crown corporations. ‘Is : 
authority for the financing of the Canadian National Railways to be founc ] 
act as opposed to this one here, which we will pass later on in the sess fe) 


Mr. Gorpon: No, I do not think there is. There may be an ov rrid ; 
Veen but our specific authority is round in the > Financing: and | 

et ‘ . 
_ Mr. CHEvRIER: What bothers me at the foment is this: when Hee 


that you need, as authorized by the act which Detar fede pass ‘soc 
sufficient hat do you do then? | 


Mr. Gorpon: Well, it has to be stficient. A Ae 


Mr. CHEvRIER: In the case of 1958, for instance, the amount autho 
$134 million, $100 million of which went for the Canadian Nationa 
million for the T.C.A. Suppose you went beyond that? Bie 


z ao ix 
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Mr. GORDON: We cannot, we would have to hold the project up, whatever 
it might be. We cannot exceed in our purchases, or anything else, our capital 
authorization. \ 


Mr. CHEVRIER: But surely there must be some other method whereby if you 
have not got the required capital you can borrow it in some other form so as 


~ not to hold-up a project, and I thought that was found in the Financial Ad- 


ministration Act? \ 

Mr. Gordon: No, what we have done—and perhaps this is what you are 
thinking about—we have on occasion had the government give us their agree- 
ment that we could include in our forthcoming budget an item for certain things 
we had in mind, and we could then place the order on the assumption that that 
will carry the support of government on the forthcoming Financing and 
Guarantee Act. But that is purely on the basis that the government tells us, 
‘You can go ahead and do a certain project and you can count on our support 
when it comes through”. But we have to have specific authority for anything 
we pay out. 

The CHAIRMAN: Any other questions? 


Agreed to. 


The CHAIRMAN: The next is merely a table of the road property capital 
budget. — 

Mr. Gorpon: This summarizes here the total cost to complete in each of the 
various districts various projects under each of the various headings. The 
total is shown on the bottom under “Road property—total”, which is the grand 
total. That is the amount of money we expect to spend this year, that is, the 
total for 1959, but we have broken this down to show you the total projects in 
play. It is on this page that you see the summary of the actual kind of things 
we have in mind. 

In the past it had been thought that this sort of presentation gave you 


| sufficient to grasp the outlines of the railway expenditures, but if there are any 


details in connection with these, now is the time for you to mention them. 

Mr. FRASER: May I ask, that $1,349,000 under Grand Trunk Western would 
include the Dearborn station in Chicago, would it? 

Mr. Gorpvon: No, that item is not in, Mr. Fraser. I will tell you in a 
moment how the $1,349,000 is made up. 

The main item under that heading is the conversion of the locomotive shops 
to handle diesels in Battle Creek, Michigan, and that is a grand total of $1,180,000 
out of the $1,349,000... 

Mr. FRASER: Thank you. 

The CHAIRMAN: Any other questions? 

Mr. CHEVRIER: You do not divide the United States lines separately from the 


Canadian lines? 


Mr. Gorpon: Yes, they are shown there, Grand Trunk Western and 
Central Vermont. You are thinking of the New England line down to Portland? 

Mr. CHEVRIER: Yes. 

Mr. Gorpon: It is treated as a division of the central region. In the case 
of the Grand Trunk Western and the Central Vermont, we treat them as 
separate corporation entities, but the New England line is treated as part of 
the Canadian lines. 

Mr. FRASER: In regard to the Dearborn station in Chicago, I know when 
I was there last they did not have enough advertising there for the Canadian 
lines—what I mean is, on the wall. 

Mr. Gorpon: It is a bit inconspicuous now that you mention it. 
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Mr. FRASER: Santa Fe has it, but the Grand Trunk Westein anc 
National have not, oe it ae not only me but the American ie 


is an amount of some > $23 million. 
Mr. GORDON: In Winnipeg. 
Mr. DRYSDALE: Mr. Chairman, could T again | make the same suggest 


million. I iark it would help in future years if we could have a compar 
with the preceding years. Pape s Sia 

Mr. Gordon: Did you say a drop of ye million? 
ing the figure. 

Mr. DRYSDALE: I am sorry. sian 

Mr. GorDoON: The $27,169,000 is the gross cost. of proleee now in 
the $17,600,000 is what we expect to spend this year and actually compared - 
last year it is an increase. The gross ihe I believe last year: was po 733 
as against $27, 169, 000. : 


mentioned is that it gets a terribly. complicated looking form; eit A. just ‘sti 
me, as I am looking at it, that perhaps we could underline Aaa yeu in 
or something of that kind. We will try it out. va see 
Mr. CREAGHAN: Why do you keep the Newfoundland Railway separ te 
rather than making it part of the Atlantic region? ‘ 


Mr. GorDoN: Oh, for convenience, generally. It is a separate sort 


more convenient for administrative purposes. to keep it separate. 
The CHAIRMAN: Any further questions? 


Mr. Carter: Could I just ask one question on ne previous page? _ ae 
contemplated putting the New coupalane district in the Atlantic region: 
time? : = 

Mr. 
district. 

Mr. 


Mr. 
because the Newfoundland equipment and administration is a specialized typ 


The CHAIRMAN: Any other questions or suggestions? 


Agreed to. 


The CHAIRMAN: Page No. 4, “Branch line construction”. 


Mr. Gordon: I think these are more or less self- explanatory. 
merely setting down the estimated costs and the expenditures to date, 
ye is necned to SAIS in ie various lines that are shown there. ei 


although it was aioeiua seven years ago? 


Mr. Gorpon: It is a clean-up item, only a sort of trimming off we ad 
some widening of the line that we must finish after it is actually i in-use. >< t 

Mr. CHEVRIER: Does that apply to the Manitouwadge une as well? 

Mr. Gorpon: Yes, that is correct: six... *, 


The CHAIRMAN: On the next one, $4 million, | ; mE eas 


i, 


ee 
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Mr. CHEVRIER: No, $78,000. 


Mr. GorDON: The Chibougamau-St. Felicien line, yes. That is, of a total 
expenditure of $35 million we have spent $30,417,000, with a cost to complete 
of $4,513,000, and we expect to spend of that, in 1959, $4,433,000, which will 


leave the line practically complete with an item of about $80,000 to trim it up. 


Mr. CHEvrieER: Is that inclusive or exclusive of the subsidy? 
Mr. Gorpon: That includes the subsidy. You will see the subsidy is taken 


off down below. 


The CHAIRMAN: Any other questions? 

Mr. CHEVRIER: Yes; may I ask this question, Mr. Chairman? I do not see 
anything on this capital budget for the Pine Point railway. Does that mean 
there is nothing in the capital budget for 1959 for that line? 

Mr. Gordon: That means that the Canadian National Railways is not 
estimating or expecting to spend any DORCy, on construction of a line to Pine 
Point in the year 1959. 

The CHAIRMAN: Is that satisfactory, Mr. Chevrier? 


Mr. CHEVRIER: Perhaps I can follow that up with a question to the minister, 
by asking him this: does it not follow from that, that there can be nothing, 


~ therefore, in connection with the Pine Point railway until the next business of 


the Canadian National Railways is considered by this committee, which would 
be 1960? 
Hon. GreorcE HEES (Minister of Transport): No, that is not correct. 


Mr. CHEVRIER: Why not? 

Mr. Hers: Because, as Mr. Gordon has said, from time to time if special 
expenditures are found necessary and desirable the government gives the 
assurance to the railway that those expenditures will be passed by the govern- 
ment and the railway is enabled to go ahead. We have done that on several 
occasions. 

Mr. CaTHERS: I think you two should sit together. 

The CHAIRMAN: Mr. Chevrier’s question might be in order in the house. 

Mr. Gorpon: I will repeat exactly what I said. I was reminding the 
minister that it would be quite possible to include in the branch line legislation 
itself. In the legislation, any necessary financing authority could be included. 


Mr. CHEVRIER: The branch line legislation which the minister has spoken 


of, I take it will not be introduced until 1960? 


The CHAIRMAN: This is a little off-side here. It might be in order in the 
house, but not here. 

Mr. CHEVRIER: Why not? 

Mr. Hees: But, Mr. Chevrier, if there is any preliminary work considered 
to be necessary and desirable then we can certainly advise the Canadian National 
by a letter to them of their authority to go ahead. 

Mr. CHEVRIER: Is this a new method of going ahead? 

Mr. HEEs: No, this has been done before, as you know. 

Mr. CHEVRIER: I have never heard of any such letters. 

Mr. HEES: Well, maybe the old government was not as up to date as the 
new government. 2 

The CHAIRMAN: Any other questions or suggestions? 

Mr. FRASER: May I ask Mr. Gordon, in respect of these branch lines to 
Optic lake and Chisel lake, if they are mining in there and if they will have 
ore to bring out? 
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principle, and the building of the line is being timed so that \ we expect to te 
traffic as soon as they are completed. Se he 
The CuHarrMaAN: Any other questions? 


Mr. CREAGHAN: Is this budget ‘perused. and studied by the governm 


treasury board? fe 
Mr. Gorpon: Yes eee I thought it was clear that this budget 
approved by order in council before it reaches this committee. se Paes 


Mr. CrEAGHAN: Now, when is that approval obtained—during the last 
couple of weeks? ah 3 
Mr. Gorpon: Well, it was tabled, it should have been tabled two weeks ae 
ago, I believe. . as 
Mr. Cuevrier: So was the budget of the Canadian National (West Indies) : 
Steamships, Limited, tabled. 


The CHAIRMAN: Any further questions? ae 
Agreed to. OS ee 


The CHAIRMAN: Page 5, “Capital budget-hotels.” I presume this is self- ¥ 
explanatory too. Any questions on the Nova Scotian hotel, ees to SS Sh ae 
with? . ee 


Mr. Fraser: On the Chateau Laurier, Mr. Chairman, would the president, = 
tell us just exactly what this is? os 


Mr. Gorpon: On the Chateau Laurier? | Nusa ee 
Mr. Fraser: Yes, $176,000. ae 


Mr. Gorpon: The $176,000 is the installation of radio and television sets. “ 
in bedrooms and suites, estimated at $176, 000. ; 


Mr. FRASER: That should bring in extra revenue, not in increased rates 
but in increased traffic into the hotel? ee 


Mr. Gorpon: Well, I am not going to guarantee no iene in rates As 
a matter of fact if we have to meet anything like the wage demands now upon 
us there will certainly have to be a consideration of increased rates, ee it 
will not necessarily tie in directly to the television. . 


The CHAIRMAN: Any other questions on the Chateau Laurier? Fort cae eo 
Hotel—has anybody any questions to ask on that one? Bessborough, Sas- 
katoon? | : } Se 

Mr. BrooMeE: We had those, we went over the thing yesterday. 

The CHAIRMAN: Jasper Park Lodge? 


Mr. Horner (Jasper-Edson): I would like to ask the president what that 
$155,000 includes for Jasper Park Lodge? we 


Mr. Gorpon: For Jasper Park Lodge there 1S $80, 000 covering ae instal = 
lation of a cocktail lounge and the necessary equipment, and also the provision a 
of ten bedrooms in the unfinished portion of the second floor of the central — : y 
building. Those of you who know the lodge may not be aware that there a % 
is a staircase that leads up to an unfinished portion and in that portion | we @ aes, = 
have now decided we can put in ten bedrooms. : 


Mr. Horner (Jasper-Edson): Are you putting in an elevator? 3 


Mr. Gorpon: There is a small elevator going in along with it, which is. 
service elevator, but it can take up clients who wish to use dt aie 


Mr. Pascog: Mr. Chairman, seeing we are asking for details could \ we 1s0 
have details on the Bessborough, then? 3 
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Mr. Gorpon: Yes, there is $90,050 in total, representing the installation 
of water softening and split stream feeding water equipment, costing $22,500; 
and there is $68,000 covering replacement of furnishings on the third and 
fourth floors. 

Mr. DryspALE: Is the Hotel Vancouver not included in this rundown? 

Mr. Gorpon: It would be in here if we had any capital in mind, but we 
have no capital expenditure in mind. 

Mr. McPuiuurps: In regard to the third floér in the Bessborough, what 
in the world wore that furniture out? Was it university students? It is 
much worse than any other part of the hotel. 

Mr. Gordon: May I ask Mr. Sommerville, Mr. Chairman? 

Mr. CATHERS: Maybe members of parliament. 

Mr. R. SOMMERVILLE (General Manager, Canadian National Hotels): It is 
part of a program we are starting there. 

Mr. Gorpon: It was not wear on the third and fourth floors. It is part 
of a program and we just papecucl to be dealing with the third and fourth floors 
this year? 

Mr. SOMMERVILLE: Yes. 

Mr. FRASER: I just wanted to ask the president if he has not found out 
that the rates in our hotels here are really as high as or higher than what 
they are in New York City? 

Mr. Gorpon: In Ottawa? 

Mr. FRASER: Yes. ; 

Mr. GorpDoN: Oh, I would doubt that. I have not got a ready comparison 
before me. 

Mr. FRASER: For the same kind of accommodation? 

Mr. Gorpon: Of course, that becomes a matter of opinion again, but we 
have watched our hotel rates pretty carefully and we regard them as com- 
petitive. 

Mr. FISHER: Mr. Chaiian I wonder at the propriety of this question. It 
seems Mr. Fraser is a consumer in this regard and hence is an interested party. 

The CHAIRMAN: I think you are insinuating motive, Mr. Fisher. 

Mr. CARTER: I was wondering about the Nova Scotian. Apparently you 
will not complete work on the Nova Scotian this year, is that right? 

Mr. Gorpon: No, we will spend $2,585,000 of the total $4,160,000 left; in 
other words, the hotel will not be finished this year. 

Mr. CARTER: Have you a target date? 

Mr. Gorpon: Yes, we have been delayed, I think, about three months 
because of delay in steel but we hope to complete it sometime during 1960. 

Mr. CHowwn: For the record, Mr. Chairman, first of all are plans under 
study for the expansion of the Fort Garry hotel in Winnipeg? 

Mr. Gorpon: Yes, we have made no actual decision about the Fort Garry 
hotel, but we have a very intensive examination under way now on two points. 
One is the architectural possibilities of an expansion. It is a very difficult job, 
you see, to see how that hotel can be appropriately expanded from an 
architectural point of view. That is important, of course, and the second thing 
is we have an economic study under way to see if we can come up with 
justification in trying to estimate traffic that might ensue from an expansion 
of the hotel. 

Mr. CuHown: Sorry to revert to this item, but I wonder if you would be 
good enough to describe briefly what the $155,300 for completion of authorized 
projects is for the current year? 


~ 


we felt did not meet the standard of the chain of hotels which we now have. . 
In respect of the chain we have at the present time, we are not ue ane — 


instance. © eee 
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Mr. Gorpon: Where is that? 3 pero 
Mr. CHown: The Fort Garry hotel. 


a couple of are: There is-a. total, as: T-say, of $237, 900. Of nee tere 
$17,300 which represents fire protection and also $158,000 to provide a new 
cafeteria, $24,800 for a new electric substation and distribution equipment and 
$37,800 covering a new eight roll flat work ironer and canopy. Bae nts. 
Mr. CHown: I did not get the last one. hae 
Mr. Gorpon: It is a laundry item, an eight roll flat work ironer for $37, 800. 
Mr. Broome: Mr. Gordon, I would like to ask you a question, that after 
the years of experience you have had in running railroads and hotels, nave you. 
given consideration to getting out of the hotel business? : ae aoe 


Mr. Gorpon: Well, I said yesterday we are not giving any further considers z 
tion to it, but we did, a few years ago, get out of all our smaller hotels which | < 


thought to getting out of that particular list. 
The CHaIRMAN: Are there any other questions? 


Mr. FISHER: Mr. Chairman, could you file the projected capital expenditures — ae 
in connection with the Chateau Laurier, with ee clerk, so that we could Goons 
have it on the record. ; 

Mr. Gorpbon: Well, I can give you that here in a moment. 


The CHAIRMAN: He put that on the record. 


-Mr. Gorpon: Yes, they are on the record. It is largely radio and television sae 
items, $176,000, the big item. 


The CHAIRMAN: Are there any other questions? BK Z 
Paragraph 6, capital budget regarding equipment. Is there anything con- : ee 3 
tentious there? ap es 


Mr. DRYSDALE: I was wondering at the bottom of the page So con- | oA ‘ 
versions and highway vehicles, what does that mean “highway vehicles’? 


Mr. Gorpon: That is the automobiles and so forth that we use on a. ; Ss 
highway. It covers Ae Gea work, solicitation work, and B&B gangs, for 3 


Mr. DRYSDALE: This is not transport? 
Mr. Gorpon: No, not new trucking. The trucking Hen comes on the 
next page. 
The CHAIRMAN: Are there any other questions on page six? 
Agreed. 
Let us take page seven. “a 
Mr. CHEVRIER: Following up that question, Mr. Gordon, what is the $15 
million for, then, that envisages the purchase of trucks? 
Mr. Gorpon: The $15 million is an item we have placed in our jraducts 
against the possibility of our being able to acquire some trucking businesses - a 
and to go forward with the plans that I mentioned during our discussions the — 
last couple of days. This is a permissive item only; we have not that earmarked _ 
at the moment. 
Mr. DRYSDALE: When was the Canadian National Tinsooriakion Limited - 
formed? ; 
Mr. GorRDON: Oh, it is way back. It has pean in existence since around, 1927. ; 
Mr. DryspALE: Does the company have any assets? 
Mr. GorDON: Yes it does. 
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Mr. DRYSDALE: What? 


Mr. Gorpon: It has been mostly in the past for items collateral to the rail- 
way business. You see we have a number of bus operations in the Canadian 
National right now and this is the company we have held those in. We 


~ intend, as we get on with our organization, if we do successfully enlarge our 
- trucking operations, to concentrate our trucking operations in this company. 


Mr. FISHER: What is the advantage of buying in rather than starting from 


 seratch? 


Mr. GoRDON: Two advantages: more than two, but two main advantages. 
The first is the question of organization. We would require an experienced staff, 


and trucking is a very specialized business. Railroaders do not necessarily 
‘know how to run trucks so the question of getting an organization is important 


to us. The second has to do with franchises. If we simply embarked on our 
own we would have difficulty in acquiring franchises for certain routes which 
would be competitive, because these franchises are protected by governments. 
So we think it would be easier for us to meet the legislative requirements in 
most cases by buying out rather than forcing our way in. 


Mr. FISHER: Well, this means that the type of operations you could buy 


fe into are rather limited, that is to get the kind of scope you are talking about? 


Mr. GorDOoN: There is that difficulty there, and that is one of the reasons 


we have had to proceed cautiously and carefully because we do not want to 


buy just for the sake of buying. It has got to be something appropriate on 
which we can build. We are trying to buy the backbone of an organization 
first. ; 
; Mr. FisHEeR: These purchases, are they sort of share companies with shares 
on the open market that you can buy into and get control that way? 

Mr. GorpDon: They vary in that respect, but we would not do it that way. 

Mr. FIsHER: Well, it has been done that way in one instance, in Canada, 
has it not? 

Mr. Gorpon: Not buying on the open market, to my knowledge. It is 
usually a negotiated deal. 

Mr. FIsHeR: But if shares were available— 


Mr. Gorpon: It could be done that way. I am not aware that it has been 
done through the acquiring of shares in the open market. 


Mr. McPuruuirs: On the Pacific coast it may be a loose term, but one hears 


: reference to Canadian National steamships. Is there any such company as that? 


For instance, your last cruise ship, the Prince George, at the bottom of the 


- advertisement they say “Canadian National steamships”. That may just be 


a term of convenience. 
Mr. Gorpon: On page 34 of the annual report you will see item nine, 


Canadian National Steamship Company Limited, and it is in that company 


that we operate the Prince George. Formerly we operated other major ships 
on the Pacific coast but they have now dried up. We have a company by that 
ames! 2 

Mr. McPuiuuipes: I notice there are no advances being made to it. 


_ Mr. Gorpon: No, no capital requirements. This is capital we are talking 
about, not maintenance. x 
Mr. Horner (Jasper Edson): I wonder if I could ask Mr. Gordon if he has 


any idea how soon he and Mr. Crump are going to have their look at the 
Northern Alberta railways and when we can expect perhaps some action in that 


regard? 


234 SESSIONAL COMMITTEE 


Mr. Gorpon: It is very current right now. We have a special committee we 


sitting on it to analyse the details of operations, and see if they can come up. cous = 


with some suggestions to improve the whole tone of that railway. It is a current — 


item. If I could ever get back to my desk I could deal with it. 
The CHAIRMAN: Are there any other questions on page seven. 
Agreed. 


Page eight, retirement of capital obligations including equipment principal | 


payments, during the year ending December 31, 1959. 


Mr. Gorpon: These are just the maturities for the year which fall due ve 


which we have to pay off. 
The CHAIRMAN: Are there any questions? 
Agreed. 
Page nine, operating budget. 
Mr. Gorpon: I would like to make a short statement on that. 
The operating budget of the Canadian National Railways is carefully pre- 


pared and takes into consideration the latest information on current and future 


traffic trends. However, the figures involved are so large and the operating 
margin so small, that a small percentage variation in any of the revenue or 
expense figures can produce a considerable variation in the predicted net result. 

All I am really saying is at best, this is a ‘guess estimate’ because it is 
hard to make an accurate forecast on figures of this size. 

In the last half of 1958, the prolonged downtrend in traffic was halted, and 
a very slight upturn became evident. Our budget anticipates that this upturn 
will continue during 1959. Revenues, as you: will see, are expected to total 
$756.5 million, an increase of $51.6 million over 1958. However, only about $20 
million of this represents an increase in volume, the remainder is a result of 
rates changes. 

Operating expenses will rise $28.7 million to $728.7 million. Higher wage 


rates more than account for this increase. The net result for the year is expected 


to be a deficit of $34.4 million, and although the figures are far from encourag- 
ing, it does represent a substantial improvement over 1958. : 

In short, and in summary, it can be said that a continued improvement in 
operating efficiency will permit us to handle the increased traffic volume for 
the same cost excluding wage increases. Revenues derived from the higher 
freight rates will be entirely offset by the new wage levels. So with that in 
mind, we can now examine the figures. 

If there are any particular questions I will be glad to deal with them. 


Mr. Broome: I would like to ask a question. Are your operations to date 
in 1959 running at about this anticipated deficit rate or not? 


Mr. Gorpon: The last figure indicates that they will run about that. We 


try to forecast on the basis of current trends, and the last revision of that esti- 
mate indicates that the annual figure should be achieved. 


Mr. BrooMeE: I am referring to the deficit. Are you carrying a $12 million 
deficit now? 

Mr. Gorpon: It does not run that way so evenly throughout the year but we 
expect total revenues for five months of $301.2 million which indicates that 
the annual rate should be achieved. 3 

Mr. DRYSDALE: On the matter of the revenues I notice Mr. Crump in his 
annual report seemed to be worried about seaway competition. He said almost 
$38 million of the Canadian Pacific Railway’s traffic is exposed to this type of 
competition, not that it would be dropped this much. I had to read it carefully 
myself. I was wondering what amount of the Canadian National Railways’ 
volume would be exposed to this competition and have you considered that in 
your anticipated deficit? 
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Mr. GORDON: We have tried to. The question of vulnerable traffic, of course, 
is another one of those terms that are a matter of definition. In our case we do 
not think that our vulnerable traffic will be that much. In our estimate we 
have developed a total of 1,859,000 tons that may be vulnerable to seaway 
~ competition and that total works out at roughly $18 million of estimated revenue. 
Mr. DRYSDALE: Do you anticipate any drop in revenue from the opening 
of the seaway? 


Mr. GORDON: Yes, we do in the first instance. 
Mr. DRYSDALE: How much approximately? 


Mr. Gordon: What I am saying is that the total which I mentioned shows 
a figure of about $18 million which we regard as vulnerable. Now, we could 
lose it all. We do not think we will but we do not know, we have to wait for 
experience to see what we have to do to compete. 

Mr. DRYSDALE: The point was you mentioned yesterday that we should 
be interested in this deficit of the Canadian National Railways and this morning 
_ you indicated this was an educated guess? 

Mr. GORDON: Yes. 


Mr. DRYSDALE: I am asking you as part of your educated guess, how much 
you think you will lose from the seaway? 

Mr. GORDON: Yes. Well, the educated guess that we have taken in there 
is roughly that on the basis of the vulnerable traffic we have in this figure put 
in about 50 per cent. 


Mr. DRYSDALE: About $9 million would go into the seaway? 
Mr. GorRDON: Yes. 


Mr. CHEVRIER: In order to get the picture clear should not also take into 
consideration the likely increased traffic that might well develop? 


Mr. DRYSDALE: On a long-run basis, though. 
Mr. CHEVRIER: No, on a short-term basis, immediately from the seaway. 


Mr. GorDON: I am not handling this question very well. I will start over 
again. The figure I gave of roughly $18 million is what we regard as directly 
vulnerable. In addition to that there is a figure of about $12 million which we 
regard as potentially vulnerable. That would bring it up to about $30 million. 
We think on the $12 million we have a pretty good chance by competitive 
action of retaining the bulk of that, but that remains to be seen. 

At the moment we have not included any new traffic because we think 
the new traffic has to await the industrial development that will come from 
the power development. We do not see very much this year, for instance, in 
the way of new traffic for the railway. We believe it will come in time, but 
for the short run we are not considering it. Does that cover your point, 
Mr. Drysdale? 

Mr. DRYSDALE: Yes, thank you. 

Mr. FisHer: There have been a number of statements by American railroads 
that in answer to the seaway competition they are going to fight and fight hard. 
One of their means of fighting, of course, is to slash rates. Does that come into 
this picture at all? Will they drain off, as a consequence of fighting hard, any 
of the traffic that might come to Canadian National Railways? 

Mr. Gorpon: You mean the American railroads? 

Mr. FISHER: Yes. 

Mr. Gorpon: We would certainly hope not and we do not see why the 
- American railroads would get it any better than we would. What we are doing 
as a matter of policy is to make a very careful cost analysis of the potentially 
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vulnerable and the vulnerable traffic so that if we see ourselves in danger of poe 
losing it we will know what our position is with regard to the rate action, 


We will be able to act quickly in other words. 


Mr. FISHER: Well, New York and other Atlantic seaboard points are in. 


competition with Montreal so far as overseas shipments are concerned? 
Mr. GORDON: Yes. 


Mr. FisHeR: If they can fight to the extent some of the American railroad 
presidents say they can fight, is it not conceivable that they are a threat to you? 


Mr. Gorpon: It is conceivable but I do not think it is likely. I do not 


think they would get the Canadian traffic we are interested in. They are. 


fighting for the American traffic. 
Mr. FisHer: The second question had to do with the position of Canada 
Steamship Lines, which is both a competitor and a generator of traffic for you? 
Mr. GORDON: Yes. 


Mr. FISHER: Have you made any analysis of what is going to be their 
position in the package freight business in the next couple of years? 


Mr. Gorpon: That is included in our studies of what we regard as vul- — 


nerable and potentially vulnerable. We have taken that into account. 


Mr. FISHER: Is the picture a pessimistic one in so far as pS Soo freight © 


through the lakehead is concerned? 
Mr. Gorpon: Losing it to the American railroads, you mean? 
Mr. FISHER: Losing it to the American lakehead. 
Mr. GORDON: We do not regard that with too much concern. 


Mr. CREAGHAN: I was wondering if Mr. Gordon would not refresh our 


memories and indicate to the committee what his estimated deficit was une | 


last time we met? 
Mr. Gordon: Last year’s deficit? 
Mr. CREAGHAN: The estimated deficit. 


Mr. Gordon: We estimated it in 1958 as $55 million and we came in 
with $51.6 million. 


Mr. CREAGHAN: In operating revenue you anticipate an increase of $52 © 


million. How much do you estimate you will get out of this $20 million 
subsidy that is in the course of being made law? 


Mr. Gorpdon: We will not get anything. It all goes to the shipper. The 
railways do not benefit from the subsidy in any way. It is for the benefit of 
the shippers. You see, the way the subsidy is intended to operate, as I under- 
stand it—the legislation is not passed yet—but how it has been described 
so far is. The railway rates on certain types of traffic will be reduced and 
only to the extent that we are able to show a reduction on the traffic handled 
have we a claim on the subsidy. 


Mr. CREAGHAN: But the 17 per cent rate may come down to 9 per cent. 
or 10 per cent depending upon the percentage drop, but the money will be 


given by the Board of Transport Commissioners to the railways? 


Mr. GorDon: Yes, but it will not change our revenue figure. I have already 


estimated the 17 per cent increase affect in these figures. 


ae + 
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ae Mr. CREAGHAN: Yesterday you told me if you had an over-all increase in 
ios business of 7 per cent you thought you would break even? 


Mr. Gorpon: Yes. 


_ Mr. CREAGHAN: And you have an increase of approximately 7 per cent in 
Se Our operating revenues. I was wondering if you might in conclusion elaborate 
-. on what you mean by that 7 per cent? 


Mr. Gorpon: I was talking there of new traffic, increased traffic over and 
above the amount that we budgeted for. 


The CHAIRMAN: I might suggest we are going back to yesterday’s pro- 
cedure. = ie 
Mr. Broome: My question is in regard to operating expenses and I would 
like to ask the president as to what areas in operating expenses can you see 
potential savings. You have already realized most of your savings on dieseliza- 
tion, I suppose, except for the 20 per cent you have yet. to do. What other 


= 3 _areas have you in mind where you can make substantial savings? 
_ . Mr. Gorpon: We have not as a matter of fact achieved all the economies 
. we can see possible under dieselization. We have that portion of it which 


— gomes directly from the operation of the existing diesel locomotives. but there 
+ are two other portions to come. That, of course, would include dieselization 
Se cS during this year, because we have some to do and it will not be until 1960 
: that we are completely dieselized. But in addition to the direct savings from 
the use of the diesels there will be collaterial savings in the reorganization 
we are able to make in the changed operation that the use of diesels will bring 
or will permit. So there is a good deal of snugging up and tidying up to do 
in that respect. 
_-- -'The other major place I see is the continued use of mechanization and 
a oe using up-to-date methods in order to get the maximum productivity, so to 
speak, from the utilization of improved equipment. 
ey Mr. CartTER: I want to clarify something Mr. Gordon said earlier. I under- 
stand the increased revenue of $51 million applies—I thought he said part of 
_ it was made up of increased rates and part in increased volume. I thought he 
"sai said increased volume would be 20 per cent— 


et Mr. Gorvon: No, about $20 million would represent the increase in 
Ge volume.—; ae 
ss Mr. CARTER: Have you the comparable percentage of volume that repre- 
sents? s-. 


cage Eee VEE, GorDon: Are you talking now about volume? 
| Mr. Carter: Yes, volume of traffic. 
Mr. Gorpon: It would represent about 2.8 per cent in revenue ton miles. 
Mr. Carter: That is comparable to volume of traffic? - 
Mr. Gorpow: Yes, it is. 
Mr. CARTER: Two point eight per cent? 
Mr. GORDON: Yes. 
Mr. CARTER: Roughly 3 per cent? 


ne es Te Mr. Gorpon: Yes. I omitted in my analysis for you, Mr. Broome, of savings 
that we expect to get, for instance, the completion of our new yards, the large 
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marshalling yards, in which we have about $65 million capital in process of 


ane 


construction right now; and we also expect to find considerable savings out of aa 
our enlarged road program when we get it finished, and various other things Be tte . 
like longer sidings, taking advantage of longer trains and things of that kind. 


The CHAIRMAN: Any other questions? . | b. eae 
Mr. CARTER: I was wondering, in arriving at your increased volume of 
traffic, do you base that on a forecast of the increase in gross ee product 
at all? 


Mr. GorDoN: Yes, we have that under consideration and we also make up 
our estimates by checking with all the local freight traffic men across the system — 
and they, in turn, make calls on industries and customers to get their estimate 
of how they foresee it. We put all those factors together and come out with 
an answer. 


Mr. Carter: So that you have a method of checking that would, in some 
sense, be a check on the increase in gross national product? 


Mr. Gorpon: It could be said to be that. We have our own basis for estimat- 
ing increases in gross national product. . 


Mr. DRYSDALE: In that item in transportation that went up $11 million in 
operating expenses, is there any basic cause for that increase or to what is it 
attributable? 


Mr. Gorpon: The breakdown of the $11 million we figure Gould be $10.5 
million in wages. 


The CHAIRMAN: Any other questions? 
Carried. 


We will need a motion then for the adoption of the report. 
Mr. BRooME: So moved. . 


The CHAIRMAN: Moved by Mr. Broome, seconded by Mr. Fraser that the 
capital budget be approved. What is your pleasure? 


Carried. 


Now, we have the Canadian National (West Indies) Steamships. I suppose 
you have all read it. Are you ready to approve it? 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


Montreal, March 2, 1959. 


The Honourable George Hees, M.P., 
Minister of Transport, 
Ottawa. 


Dear Sir: 


On behalf of the Board of Directors, I submit herewith the Annual Report 
of Canadian National (West Indies) Steamships, Limited for the year ended 
December 31, 1958. 

Yours truly, 


D. S. Gordon. 
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ANNUAL REPORT 


There were no operations of the Company’s vessels during 1958. The 
service had been discontinued since July 1957 as a result of a strike called by 
the Seafarers International Union. The events which culminated in the strike 
began with the submission in September 1956 of demands by the S.1.U. for 


_ increases in the basic wage and overtime rates, and for certain changes in 
- working conditions. The ensuing negotiations having failed to produce agree- 
ment, a federal conciliation officer was appointed and subsequently a Board of 


Conciliation and Investigation. The Board’s report, issued late in March 1957, 
was accepted by the Company but rejected by the Union as a basis for settle- 
ment. Following the withdrawal from service of all the unlicensed personnel 
the Company offered a wage increase substantially higher than that recom- 
mended by the Conciliation Board. This offer was not accepted. 

“In May 1958, following a careful appraisal of the factors involved in a 
restoration of operations, Management announced, with the approval of Gov- 
ernment, that it was abandoning the service and would dispose of the vessels 
by sale. The fact that the fleet had been out of service for such a lengthy 
period meant that long established traffic connections had been obliged to make 
other arrangements and the outlook for the future made it most unlikely that 
heavy operating losses could be avoided. Other carriers had expanded sched- 
ules and extended routings to cover the service formerly provided by the 
Company. 

Offers for the vessels were invited through public advertisement. 
The fleet of eight vessels was sold in August to the Banco Cubano del 
Commercio Exterior of Havana, Cuba for $2,800,000. The agreement of sale 


provided for an immediate cash payment of $560,000 with the balance payable 


in five equal annual instalments of $448,000 with interest on the unpaid balance 
at 5% per annum. The deferred payments are secured by a letter of credit 
from. the purchaser, confirmed by the Bank of America (International) of 
New York City. 
The offer as accepted was not only the highest of all those received, but the 
only one which provided sound security for the balance of the purchase price. 
Arrangements were completed during the year for the disposition of the 
staff of the Company. Some employees decided to retire under the Company’s 
pension rules. Every effort was made to assist long service employees in secur- 
ing other employment and a number were transferred to the Federal Depart- 
ment of Transport and to the Canadian National Railways. 
~The Balance Sheet at December 31, 1958 and the related Statement of 


‘Expenses and Statement of Capital Surplus appear on the following pages. 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 
STATEMENT OF EXPENSES FOR THE YEAR ENDED DECEMBER 31, 1958 


LAS -11b GX DENSE sie AS ean ek tel eee ei Mur Rie RO Men pee eine ee INE Ak OT $ 750,534 
Depreciation on vessels............. SB a UR ee. Pe Marae ROR on, Rae an PN SLE 5 he ree 174, 187 
Management and general otpenset= yes <tc as g os ee ee OA ey 190,005 
Interest Ghareess 0 5 hoe ee Oe ee ee , Dlg aig ieee Meg ce, aes ke Sana ce Cee aa 37, 228 

Total Expenses (Deficit:for the year)... 2.0.60. 6. 0. eee ee ees Sire eee art $1,151, 954 


STATEMENT OF CAPITAL SURPLUS AT DECEMBER 31, 1958 


Insurance investment fund— 
Transfer of insurance reserve no longer considered necessary..........-.....0..ec0eeeeeee $3, 568, 153 


Sale of vessels— 
Excess of sale price over net book value of vessels.................00 eee eee $= Sit, 2c 
Interest earned on time deposit and agreement of sale.................. 00005 46,376 
423,651 
3,991, 804 
Deduct: 
COxEOP DERSION DENCH tA: fo usea ee aR ea Crt er Ot Rae Get ae een a eda ne 490, 894 


Balance atwwecem bers b; L008 tows eet, ear ke ee es ian co ee eae, Gee bebe $3, 500,910 


Mr. CHEVRIER: Just a few questions I would like to ask. 

Mr. McPuiuuips: The question I was going to ask, in view of yesterday’s 
events, how was it there was a disposition not to give out the price of these 
ships and to whom they were sold? Perhaps the Cubans are not deserving 
of that degree of consideration. 

Mr. Gorpon: No; the principle there was, as I explained it, all the assets 
of the company were being sold and that required shareholders’ approval. 
That is the usual principle followed in that respect. 

The CHainMAN: Any other questions? 

Mr. CHEvrRIER: Mr. Chairman, is it proposed now to liquidate this company 
and wind it up? 

Mr. Gordon: Yes; subject to this.. We are keeping it alive as a corporate 
entity because there are some claims that might still yield us something out 
of war claims damages, so we are still keeping it alive as a corporate entity 
for that purpose. There are one or two offsetting claims which we do not 
think are serious but might also come up, so we will keep it alive for a while. 

Mr. CHEVRIER: Does that mean you will keep the organization? 

Mr. Gorpon: No, just a shell. There will be no staff, but we will keep the 
name on our books so that it has a corporate legal life. 

Mr. CHEVRIER: May I ask what has happened to the officers and men and 
other members of the company that operated the ships? I mean, what has 
happened to them personally, where are they and what is the position of their 
superannuation or pension money? 

Mr. Gorpon: Well, there was a total staff of 405, we estimate, at the time 
of the winding up of the company. Of those, 222 were the unlicensed seamen 
striking personnel and they just disappeared. There were 27 men transferred 
to the Department of Transport in connection with their shipping activities, 
and they were glad to get them. There were 66 shop personnel absorbed in 
the Canadian National organization in various jobs. There were 14 who took 
advantage of pension retirements to retire earlier under those provisions. In 
other words, they took the option provision in the pension fund. Two of them 
just decided to leave of their own accord. Some elected retirement, there 
were 43 resignations who saw what was coming and had left us before we 
wound up. Of the sea-going personnel, thirty were laid off. 
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Mr. POunynne What happens to the pension rights that existed oe thes 
course of the lives of these people? 


Mr. Gorpon: They are all preserved. hey are mart of the Canadian 
National Railways pension fund. The accounting arrangement was that. there 
was a charge made to the Canadian National (West Indies) Steamships, as - 
such, and the Canadian National Railways pension fund took care of them. | 


Mr. CHEVRIER: Can you tell us where these ships are at the moment? 


Mr. Gorpon: I cannot, except by hearsay. I have no knowledge, as far as ~ 


I know, one is in Baltimore and some in Halifax harbour. I do not state 
that of my own knowledge; I have not seen them. Seven in Halifax, I believe, 


Mr. CHEVRIER: The sale has taken place now almost a year ago, close to a 
year ago. = 
Mr. Gordon: About last August. 


Mr. Curvrrer: And while there has been a legal transfer of the assets, there 
has been no physical transfer in that the ships remain where they were. 


Mr. GorDON: Oh, yes, they have taken delivery of the ships. 
Mr. CHEVRIER: Where, in Halifax? 
Mr. GORDON: Yes. 


Mr. CHEVRIER: But the ships have not been used by the purchasers, have ¥ 


they? 


Mr. Gorpon: That is their problem. They have got the ships; they have 
taken physical possession of them and we are completely out of it. 


Mr. CHEVRIER: Can you give off-hand the terms of the purchase? I Ah fs 


it is a little hard. What was the down payment and has it been made? 


Mr. Gorpon: It is shown in the report. There was a cash payment of 
$560,000 with the balance in five equal, annual payments of $448,000 with 
interest on the unpaid balance of 5 per cent per annum. Those additional 


payments are secured by a letter of credit from the purchaser confirmed by — 


the Bank of America of New York city. 
Mr. CHEVRIER: When is the next payment? 
Mr. Gorpon:. August. 


The CHAIRMAN: Any other questions? If not, we are ready for a motion ~ 


to approve the report. 
Moved by Mr. Fraser and seconded by Mr. Smith. 


_ Mr. CHEVRIER: Before you do this, I think we should consider the budget ae 


of the Canadian National (West Indies) Steamships. There is an order from 
the house to consider the budget of the Canadian National (West eS 
Steamships. 


The CHAIRMAN: But the budget is nil. They have been sold. 
Mr. CHEvRIER: It is not the budget, it is a report. 
The CHAIRMAN: This is a report of a sale; there is not any budget. 


Mr. CHEvRIER: I do not know whether it is nil, but you have an order from 
the house to consider the budget of the steamships. 


Mr. Hees: But if there is nothing existing that is ordered to be produced, 
obviously you cannot produce it. 


The CHarRMaAwN: I think to be quite technical there is no budget at all. 


Mr. CHEVRIER: Well, you have to make some sort of report back to the 
house. 


The CHAIRMAN: We will as that. 
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Mr. CHEVRIER: This was not at my suggestion, this was at the minister’s 
suggestion who said he would consider the budget of the steamships. 

The CHAIRMAN: It has been moved by Mr. Fraser and seconded by Mr. 
Smith that the report be accepted. What is your pleasure? 


Carried. 


Mr. FISHER: We will not have this come before us any more? 

The CHAIRMAN: No. | 

Mr. FISHER: This committee will not be getting this any more? 

The CHAIRMAN: No. 

Mr. FISHER: It seems like an ugly ghost. 

Mr. CHEVRIER: Can we not have an answer to Mr. Fisher’s question? Mr. 
Fisher asked what will happen in future years. Are we going to have to report 
each year about the present position of the accounting between the Cuban 
bank and the Canadian National (West Indies) Steamships. Will it be 


_ mentioned in the annual resolution that sets up the committee? 


Mr. BRooME: We have twelve months to worry about that. 


Mr. Gorpon: We will discuss that with our legal people. I do not see 
that there is any need for it. It is only a matter of reporting that the payment 
has been received. 


Mr. FISHER: It is just an ‘ugly ghost” of that salt water fleet we used to 
hear about. 


The CHAIRMAN: The next order of business is the Canadian National Rail- 
ways Securities Trust. - 


The report is on the first page. 


THE CANADIAN NATIONAL RAILWAYS 
_ SECURITIES TRUST 


a 


Montreal, 20th February, 1959 


The Honourable George Hees, M.P., 
Minister of Transport, 
Ottawa. 


Sir: 


In conformity with Section 17 of The Canadian National Railways Capital 
Revision Act, 1952, the trustees of The Canadian National Railways Securities 
Trust submit the following report of the transactions for the calendar year 
1958. : 

The Canadian National Railway Company 44% thirty year guaranteed 
bonds, due July 1, 1957, in the amount of $864,000, have been released, 
cancelled and cremated in accordance with the authority granted under 
Order in Council P.C. 1957-1487 dated November 18, 1957. 

The book value of the capital stock has been decreased during the year 
by $7,000,000 due to capital losses of Canadian National Railways for years 
1956, 1957 and 1958 arising from the early retirement of steam locomotives 
and the insufficiency of the related reserve for depreciation. 


The trustees present herewith the balance sheet at 3lst December, 1958. . 


D. S. GORDON, 
For the Trustees. 
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Mr. DRYSDALE: We have not any reports on that. 
Mr. McPHILLIPS: Oh yes, we have. 
Mr. GorpDon: It is a purely formal matter. 


The CHAIRMAN: It has been moved by Mr. Broome and seconded by Mr. 
Fraser that we adopt this report; what is your pleasure, gentlemen? 


Carried. 


The CHAIRMAN: Now, the next item of business is the auditors’ report. I 
will call witnesses from George A. Touche and Company. We have remaining 
still the auditors’ report and items 410, 411 and 419 of the main estimates. 

We have Mr. Howard T. Ross and Mr. J. W. Beech with us; they represent 
George A. Touche and Company. 


‘GEORGE A. TOUCHE & CO. 
CHARTERED ACCOUNTANTS 


410 St. Nicholas Street 
Montreal 


s February 24, 1959. 


THE HONOURABLE, 
THE MINISTER OF TRANSPORT, 
OTTAWA, CANADA. 


Sir: 


As auditors of the Canadian National Railway System for the year 1958, we 
submit this report to Parliament through you. 


1. Financial Statements for 1958 


Included in the annual report of the System, with the usual financial state- 
ments, is a report from us in which we state that we have examined the accounts 
of the System for the year 1958 and that in our opinion the consolidated balance 
sheet and income statement are properly drawn up so as to give a true and fair 
view of the state of the System’s affairs for 1958, subject to a reservation with 
regard to depreciation accruing prior to the adoption of depreciation accounting 
as explained in Note 1 included with the statements. We add our opinion that 
the statements are prepared on a basis consistent with that of the preceding year 
except for the reversal of supplementary depreciation provided in 1957 and the 
capital losses charged to shareholders’ equity as referred to in Note 1 to the 
financial statements. 

In our report on the financial statements we also state that in our opinion 
proper books of account have been kept by the System and that the transactions 
coming under our notice have been within the powers of the System. 


2. Results of Operations for 1958 


The financial statements for 1958 indicate a deficit of $51.6 million which is 
_ the highest reported deficit since 1938. As explained in the notes to the financial 
statements, on the suggestion of the Minister of Finance a different policy was 
adopted with respect to obsolescence of steam locomotives. This involved the 
reversal of a special provision of $7.5 million which had been set up in the 
previous year; and a special charge of $7 million to shareholders’ equity in 
respect to the disposal of steam locomotives. If the reported profits for the 
years 1957 and 1958 had been restated to give effect to this adjustment for 
comparative purposes, the deficits would have been—1957—$22.1 million; 
1958—$59.1 million. 
21135-9—84 
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3. Analysis of Deficit 


eR Sirs 


The large deficit for 1958 can be attributed to three causes— 


(a) freight ton miles, which reached a peak in 1956, declined in 1957. ane =e 
again in 1958; and freight provides approximately 80% of the Sate 


revenue, | 


(b) periods of rising costs create problems for all industries and parece s 


for those which cannot raise prices rapidly, and 
(c) fixed charges of the System have mounted rapidly. 


The reasons for the decrease in freight volume and for rising costs have __ 


frequently been discussed and we have no comments to add as auditors, but it 


might be useful if we called attention to the problems raised by moat S, : 5 


fixed charges. 


4. Fixed Charges 


It is worth noticing that since 1952, when a capital reorganization went 


into effect, the fixed charges of the System have increased in the following 
manner— 


Year Millions 
PO 2S ei ey Re ea Re ag ra Nees Oa ae GOB 4 

LORS or ire cin Per eS Se cee cr a re ee 29.4 : 
1 57s a NC a he et Waa Re art ie mer eat de Ph Soni aU yl ah PIAS 

OOD rock ge ee ee Ee Uebel oes ee Ske eae Saye mie 33.0 

BED DO ee ape ene wis ek ae ea ea SAAB Rieti AN 31.8 

TOOL SS eee ae ye Oa ee sPaeiatk 37.0 

POS eae Oa ila ties ae eae Pum we cue nN SAP ay ERD eae 46.5 


It will be observed that during this period, fixed charges have come close 
to doubling and there was a particularly marked increase in the years 1957 


and 1958, fixed charges going up $5.2 million in 1957 and $9.5 million in 1958. 


The large increase in 1958 was the result of a number of factors, including . 
new borrowings during the year, the refinancing at a higher interest rate of 
prior year loans, and the full effect in 1958 of borrowings during 1957 woe | 


only had a partial effect in that year. 


Pa 


5. Summary of Finances 1952-1958 


To understand the heavy increase in fixed charges as set out above, it is 
necessary to review transactions since January 1, 1952—-when the Capital 
Revision Act came into effect. The funds required since that date and the 
sources from which they were obtained may be summarized as follows— 


Funds required Millions 
Additions to-property (net) Mek. eC ae ee $1,063.1 
Increased working capital, ete. oo .k ee 45.3 


as 
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Sources of funds 
Subscriptions to preferred stock by the 


CPV ETRIMON tie. snr cams bis Paes het a $145.9 
Increase in investment in the Canadian _ | 

Government “Railways o.2 os heen” 52.9 
Reduction in no par value capital stock .. (7.0) $ 191.8 
Increase “in. depreciation -.4% . a. ek s e. 3 197.7 
Loans and debentures — 

ftronr the’. Governmentoe5 eke eee $306.8 

TEONT SINE DUD Cer swe are eee eae en 412.1 718.9 


$1,108.4 


It might be explained that while there was a net deficit on operations 
during the period, this is not shown in the foregoing summary since deficits, 
in years in which there were deficits, were recovered from the Government, 
while surpluses were turned over to the Government in the form of preferred 
dividends. 

In the foregoing financial summary, the most striking feature is perhaps 
the net additions to property of $1,063.1 million. This reflects the heavy capital 
expenditures required to catch up on improvements deferred during depression 
and war years and also to keep up with the important technological develop= 
ments that occurred in railroading during the period. 


6. Debt-Equity Position 


Of the heavy capital requirements during this period, $197.7 million was 
provided through accumulated depreciation and the balance came from borrow- 
ings ($718.9 million) and equity financing ($191.8 million). The relatively 
greater reliance on borrowing has the effect of altering the ratio between 
the debt and equity of the System. This may be clearly seen from the follow- 
ing figures— 


Percentage 
Balance at Equity Borrowed Total Equity 
JARUALY Lor lIasah a. $1,613.6 $615.1 $2,228.7 72.4 
December 31, 1952 ... 1,631.9 712.2 2,344.1 69.6 
December 31, 1953 ... 1,652.9 810.6 2,463.5 67.1 
December 31, 1954 ... L,672:2 968.4 2,640.6 63.3 
December 31, 1955 ... 1697 966.0. > 2,659.72. 63:7 
December 31, 1956 ... ETAT Sb 1,026.9 2,744.0 62.6 
December 31, 1957 ... 1,740.3 1:239:0 2959.3 "00-8 
December 31, 1958 ... 1,805.4 1,334.0 3,139.4 57.5 


Funds were obtained to the extent of 79% from borrowings and 21% from 
equity financing. As a result, the percentage of equity dropped from 72.4% 
to 57.5% during these years. It is estimated that the equity percentage will 
be down to 55.5% by the end of this year. 

In the figures submitted above, we have eliminated the financing of the 
investment in Trans-Canada Air Lines as this may, in our opinion, best be 
considered as a separate matter. We have also treated $117 million of interest- 
free debt as part of the equity of the System, as this is logical for our present 
purpose of studying the relationship of fixed charges to the debt-equity ratio. 
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7. Future Eee oo a, 2 cee 


debt- ae ratio has been Sneestoned by the fact that ee @ 
expenditure program of the System since (1952 has been finan ed 
borrowings than by contributions tO- CGUILTY< Ss ie ae 

Capital expenditures are made wee the BESS that t they Ww 


way of preventing the sc eGitaton of an RA em bur aa in fis | 
charges. It would not be very difficult to work out a formula under w 
would be accomplished automatically. One obvious way this could b 
would be by ee that when the capital enpcnue’s budeena is. 


freight vate. Onreuon pena etc., as well as pole ae 
to meet: technological and other changes = the Ley gee 


all officers anid staff of the Sestam Our eoninets are eee. 
accounting departments and we think we should ee that we h 


of the System are coping with the tr emendous Soe of keeping 
in a most capable manner. : Soe PS eee 


Yours faithfully, — SS gees 
ui ke x a Sk: & a a 2" ‘ 
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GEORGE A. TOUCHE & CO. 
Chartered Accountants 


410 St. NIcHOLAS STREET 
MONTREAL 
MONTREAL, . TORONTO, LONDON, WINNIPEG, REPRESENTED IN THE 


REGINA, SASKATOON, EDMONTON. CALGARY, UNITED STATES OF AMERICA AND GREAT BRITAIN 
VANCOUVER, VICTORIA : 


February 24, 1959. 


THE HONOURABLE, 
THE MINISTER OF TRANSPORT, 
OTTAWA, CANADA. 


Sir: 


As auditors of Canadian National (West Indies) Steamships. Limited for 
the year 1958, we submit this report to Parliament through you. 


1. Financial Statement for 1958 


Included in the annual report of the Corporation, with the financial state- 
ments, is a report from us in which we state that we have examined the accounts 
of the Corporation for the year 1958 and that in our opinion the statements are 
properly drawn up so as to give a true and fair view of the state of the Cor- 
poration’s affairs for 1958. We also report that in our opinion proper books of 
account have been kept by the Corporation and that the transactions coming 
under our notice have been within the powers of the Corporation. 


2. Investments in Securities 


These consist of Government of Canada bonds and similar securities. Based 
on market quotations at December 3, 1958, the value of these securities was 
less than their cost by approximately $287,000 or 9%. 


3. Inventory of Supplies 


\ The materials and supplies remaining on hand after the sale of the vessels 
‘are being held pending disposal at satisfactory terms. 


4. Proceeds From Sale of Vessels 


- The fleet of eight vessels was sold in August for a principal sum of 
$2,800,000, of which $560,000 was paid upon the transfer of the ships. The 
balance is payable in five equal annual instalments of $448,000, although the 
purchaser has the right at any time, to liquidate the balance outstanding. 
Interest accrues on the unpaid principal at the rate of 5% per annum. The 
Corporation holds an irrevocable letter of credit issued by the purchaser and 
confirmed by the Bank of America. 


5.-Capital Surplus 


The transactions of the Corporation relating to the termination of operations 
and the sale of the fleet were considered to be of a special nature and have been 
recorded in a separate account. The net balance of this account amounting 
to a credit of $3,500,910 at December 31, 1958, has been shown as part of the 
shareholders’ equity on the balance sheet. The transactions reflected in this 
balance are detailed in the statement of capital surplus. 
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6. Statement of Expenses : eee 


Lay-up expenses, consisting of officers’ wages, port and shore expenses, 
insurance, fuel, provisions, and other supplies, were incurred prior to the date(s << 
of the sale in drder to maintain the vessels on a basis which would permit the — 


resumption of services upon short notice. These expenses were greater than — ih 
similar costs in 1957 because of the longer period of inactivity of the vessels. a ae 
The depreciation provision covers the period up to the date of the sale of ae a 


the vessels. aes 

Management and general expenses were less than those of the previous eo) 
year as a result of the gradual elimination of such expenses following the termi-_ via 
nation of operations. eae 

The deficit for the year amounted to $1,151,954 of SEE at December 31, _ 
$774,167 had been recovered from the Government of Canada and the balance 4 
of $377,787 appears as an amount receivable on the balance sheet. : 


7. War Claims 


In 1942 the S.S. “Lady Drake” and S.S. “Lady Hawkins” were sunk a Game 
enemy action. Claims were made with the War Claims Commission and 
ultimately upheld in a total amount of $499,197. At December 31, 1958, — 
recoveries in the amount of $98,264 had been received, leaving a balance out-— 
standing of $400,933. Future payments on these claims will depend on the 
adequacy of the War Claims Fund. No information is available of how much 
will ultimately be recovered, and therefore no amount has been set up in ne 
assets ot the Corporation. | oe aN 


8. General 


At December 31, 1958, there remained a few unsettled damage claims 
resulting from accidents involving the ships and claims respecting contract — 
and the carriage of cargo. In view of the uncertainty of the amounts involved _ 
no provision has been made in the Corporation’s accounts for the final settlement 
of these claims. 


We express our appreciation of the excellent co-operation and nasistance = 
received from officers and employees of the Corporation ve our audit. Per 


Yours faithfully, | os 
GEORGE A. TOUCHE & CO. 


Mr. FRASER: All I think we need to find out from these gentlemen | iss fee 
whether or not this report is absolutely all right. # 


Mr. CATHERS: It states so. 


Mr. CHEVRIER: Mr. Chairman, I have one question to ask in pepe neeias with . 
fixed charges. There has been a tremendous increase in the fixed charges over _ 
the last six years, according to page 4 of the report, and particularly in the last 
two years. Judging from what Mr. Gordon said, it is almost $20 million in 
twenty years. Is there anything you can add to what Mr. Gordon has said 2 
in connection with the increases in the fixed charges? Se: 

Mr. Howarp Ross (George A. Touche & Company): I do not think so, 

Mr. Chevrier. There is a statement on page 5 in which we tried to summarize 

the requirements for funds over the last few years—since 1952. I think from 
that it is pretty obvious that fixed charges have gone up because your capital Arouee 
expenditures have been so heavy during that period and most of them ase 
been financed by additional borrowings. 


- 
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Mr. CHEVRIER: You have done the accounting for 1958? 

Mr. Ross: Yes. 

Mr. CHEVRIER: And you will not be doing it for 1959? 

Mr. Ross: No, sir. 

Mr. CHEVRIER: Who is going to be the accountant for 1959? 

Mr. Ross: Mr. James A. de Lalanne. 

Mr. CHEVRIER: I see the minister smiles very graciously. Will his appoint- 


-ment begin as of January 1, 1959? 


- Mr. HEEs:. Yes. 
Mr. CHEVRIER: What is the name of the firm? 
Mr. Hees: The audit is in the name of the individual. 


Mr. CHEVRIER: I would like the name of the firm who will audit the books 
of the-Canadian National Railways. 


Mr. Hees: The audit does not have to be done in the name of a firm; it 
can be done in the name of an individual. 


Mr. CHEVRIER: And in this case it is an individual? 
Mr. HEEs: Yes. 


Mr. CHEvRIER: I have another question in which I am sure the committee 
would be interested. Is the individual who is auditing the books of the 
Canadian National Railways for the year 1959 a defeated candidate in one 
of the Montreal ridings? 

Mr. Heres: I would not know. 

The CHAIRMAN: We are dealing with this auditors report. 

Mr. CHEVRIER: I think we are entitled to know who is going to audit the 
books next year. 

Mr. McPHILLIPS: You can ask that question in the house. 

The CHAIRMAN: I do not know that you are free to ask that question here. 

_ Mr. Broome: I wonder if Mr. Chevrier read the editorial in last night’s 
Journal? 

Mr. CHEVRIER: No, but I would be glad to see it. 

Mr. DRYSDALE: In connection with item 6, I notice there is some criticism 
by the auditor in regard to the very heavy capital requirements. In connection 
with the ratio, I was wondering what he would suggest would be a desirable 
ratio. 

Mr. Ross: This is not particularly criticism; it is an explanation of how 
the fixed charges have increased. So far as I know, from our experience in 
inquiring around, there is no particular formula whereby you could say this 
should be a certain percentage. 

Mr. DRYSDALE: Have you the C.P.R. ratio? 

Mr. Ross: No. 

Mr. DRYSDALE: You have no idea as to what would be a reasonable per- 
centage? 

Mr. Ross: The C.P.R. have the problem of retained earnings, which does 
not apply in the case of the C.N.R.; it makes a difference. 

Mr. DRYSDALE: You have no idea as to what would be a desirable per- 
centage equity? . 

Mr. Ross: I do not think there is any recognized ratio. 
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Moved by Mr. Martini and seconded by Mr. Fraser that the auditor’s Ss ee ae 
report be adopted. ere ae 
Now, gentlemen, we have items 410, 411 and 419 of the estimates. — 2 ee 


RAILWAY AND STEAMSHIP SERVICES 


410 Prince Edward Island Car Ferry and Terminals .............++.++ 515 $1,741,000 
411>Newioundland Ferry and. Terminals =. 52 35.50 ws vec has Coe anies ne 516 4,738,000 — 


419 Maritime Freight Rates Act—Payment to the Railway Companies 
operating in the select territory designated by the Act, of the 
difference occurring on account of the application of the Act, 
between the tariff tolls and normal tolls under approved tariffs 
(estimated and certified to the Minister of Transport by the 
Canadian National Railway Company and approved by auditors 
of the said Company respecting the Eastern Lines of the Cana- 
dian National Railways and in the case of the Other Railways 
by the Board of Transport Commissioners for Canada) on all 
traffic moved during the calendar year 1959 ..............--4--> 518 14,100,006 © 


Mr. CHEVRIER: Would you please tell us what they are? 


Mr. HEES: Item 410 is under “railway and steamship services” and con- 
cerns the Prince Edward Island car ferry and terminals. It shows a deficit 
for 1959. 


Mr. CHEVRIER: How much of a deficit? 


Mr. HeEEs: It is set out at page 73 of the blue book and the details will be 
found on page 515. 


Mr. CHEVRIER: How much? 


Mr. HEES: This year the deficit is $1,741,000. The year before it was — 


$1,968,128 and in 1957 it was $2,008,156. 


Mr. McPHILLIPS: On a point of clarification, are these services operated by 
the Department of Transport? 


Mr. HEES: They are operated by the Canadian National Railways for the 
Department of Transport. 


Mr. McPuILuips: Is that because it is a condition of confederation? 
Mr. HEES: Not the Prince Edward Island car ferry, no; the next item is. 


Mr. McPuituries: If it is a straight C.N.R. operation, how does it get into 
our estimates? 


Mr. HEES: Some time back it was decided the C.N.R. should roe it for 


the department; just how and why, I do not know. 

Mr. CHEVRIER: I believe it was because it was costing the Department of 
Transport too much money. It was thought the Canadian National Railways 
could do a better job. . 

Mr. HEEs: I think it could. 

The CHAIRMAN: That is the first compliment you have had, Mr. Gordon. 

Mr. GORDON: That is why I am speechless. 


Mr. FISHER: I wanted to ask if there are any negotiations under way to 
purchase for the Prince Edward Island service the vacationland ferry which 
has been used on the Mackinac straits. 


Mr. HEES: We have looked into the possibility of using that ferry. How- 
ever, it would have to be modified, and the docks would have to be modified. 
It would take the best part of the remaining season to do that and it would not 


be of any use this year. It would cost a considerable amount of money. But © 


we are looking around to see if we can find another ship which we can loan or 
buy as an additional standby ferry for this year’s operations. As Mr. Gordon 
said the other day, the C.N.R. are placing additional planking on the decks of 


the Scotia II, which will make it possible to carry sixty cars more a trip than | 


a year ago. This will help considerably in relieving the pressure. 
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- Mr. Fisuer: Is there general recognition by the government and the rail- 


- way that this service has been a bad one, quite a poor one, and they are mak- 
ing definite attempts to improve it? 


Mr. Hees: I do not think we would say it is a bad one. It is a service 
where there is considerable traffic and we, together with the C.N.R., have tried 
to make it a good service. 

Mr. CHEVRIER: Is not the Abegweit a pretty good car ferry? 

Mr. HEES: Yes, it is. The Prince Edward Island is too, and also the 
Scotia II. They do a good job. We are trying to improve it. This is typical 


of the C.N.R. and the Department of Transport. 


Mr. McPHILLIPS: Who is here to tell us why this large deficit was incurred? 


Mr. Horner (Jasper-Edson): How much traffic was carried on this particu- 
lar boat? 


Mr. Gordon: Which one are you speaking of? 
The CHAIRMAN: Item 410, the Prince Edward Island ferry. 
Mr. McPuiuurps: I have not had an answer to my question. 


Mr. Heres: You will notice the deficit has been steadily coming down in 
the last three years. 


Mr. Gorpvon: The deficit represents the difference between the cost of 
operating the ferry as such and the portion of the revenue which is credited 
to that operation. So it is obvious that we cannot possibly overtake the gross 
operating expenses. 

Mr. McPuHI.Luips: It boils down to lack of traffic. 

Mr. Hees: No, I would not say that, because the existing ships are fully 
occupied. The cost of the ships is too great in relation to the earning capacity 
of that traffic, and you will always have a deficit. It is the cost of providing 
services to Prince Edward Island and carries out the general commitment of 


confederation in that respect. 


Mr. HorNER (Jasper-Edson): How much traffic is carried? 

The CHAIRMAN: It is carrying the full capacity. 

Mr. Horner (Jasper-Edson): How many is that? 

_ Mr. Gorpon: I can give you the traffic here in terms of the basic particulars. 

In 1958 there were 23,362 trucks and buses carried and 118,638 automobiles; 
for freight car traffic the figure is 54,983 and there were 3,954 rail passenger 
cars. : 

Mr. DRYSDALE: Do you have the operating revenues and expenses handy? 

Mr. Gordon: The operating revenue for 1958 was $682,857 and the total 
operating expenses were $2,650,985. 

Mr. CREAGHAN: Does the C.N.R. pay a fee to the Department of Transport 
for each and every boxcar or unit of your own equipment? 


Mr. Gorpon: I do not think that is so. There is no fixed management fee. 
Incidentally, this is similar to the subsidies and I suppose you will come to them 


_ with respect to the provision in regard to Newfoundland. It is considered a con- 


tinuous land operation. It is intended to put the traffic on Prince Edward Island 
on the basis of shipper to consumer as though the strait did not exist. 


Mr. HoRNER (Jasper-Edson): It is in fact a subsidy to Prince Edward 
Island. 
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Mr. GORDON: ‘Yes. 
Item 410 agreed to. 


The CHAIRMAN: Item 411—Newfoundland ferry and terminals, is next. 


Mr. HeEs: This item deals with the deficit for the Port aux Basques ferry. — 
The deficit for the past year was $4,738,000 as compared to a deficit in 1958 


of $5,770,651. The deficit in 1957 was $5,978,398. Again, you will see the deficit 
has been slowly decreasing. 

Mr. DRYSDALE: What was the situation of the ferry before confederation? 
How was it operated? Was it by the British? 

Mr. HEES: This is in terms of confederation, 1949. 


Mr. Gorpon: The cross-over before confederation was operated by the 


Newfoundland government; they provided the shipping at that time. 

Mr. DRYSDALE: What was the deficit again? 

Mr. Hees: For the last year $4,738,000; the year before it was $5,770,651, 
and the year before that $5,978,398. 

Mr. DRYSDALE: You have not the total deficits since confederation? 


Mr. Hess: No. 


Mr. McPuiuuirs: Is the vessel William Carson owned by the pepe 


of Transport or the C.N.R.? 

Mr. Hees: It is owned by the Department of J tapere and operated by 
the C.N.R. for us. 

Mr. Broome: I would like to ask a question; it may not be too pertinent, 
but I think it is. Is the subsidy authorized for Newfoundland and Prince 
Edward Island because it is a matter of public interest to provide transportation. 

Mr. HEEs: Yes. 

Mr. BrooME: Why does that not apply to ferries linking Vancouver and 
Vancouver island? 

Mr. CHEVRIER: Because there is a commitment in the terms of union with 
Newfoundland and there is not with British Columbia. 

Mr. McPHILLIPS: Oh yes, there was. 

Mr. CHEVRIER: Let us see it. I have been told that quite often but I have 
never seen it. . 

The CHAIRMAN: I hope we are not going to open up again the question 
of confederation. 

Mr. HEES: Have you such terms of confederation in British Columbia? 

Mr. BROOME: There was supposed to be transportation linkages to the 
rest of Canada and since Vancouver island is part of British Columbia, it 
should be included in that. 

Mr. HEEs: I do not know of any such terms. 

Mr. FISHER: Your department has no intention of going back on this 
particular term of union? 

Mr. Hees: No, or any other term of union. 


Item 411 agreed to. 


The CHAIRMAN: Item 419 is next. It concerns the Maritime Freight 
Rates Act. 


Item 419 agreed to. 
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The CHAIRMAN: Thank you, gentlemen, for passing the Canadian National 
Railways annual report and these other reports. Mr. Gordon, I think I can 
say on behalf of the committee that we appreciate your courtesy and almost 
tireless effort in giving all these details. I know the committee appreciate 
very much the services which you and your staff have rendered. 


Mr. FISHER: We received a suggestion yesterday from Mr. Gordon and I 
think we are all thinking very seriously of a reconsideration of the methods 
and procedures of the committee in so far as this particular item is concerned. 
I do not think we should rush into it. Mr. Gordon may find that the statement 
he made yesterday does not set out all the details. I wonder if he would be 
prepared to send a written statement or memorandum of his suggestions with 


regard to the matter. 


Mr. Gordon: Yes, I would be glad to say a word on this. I will be very 
happy indeed to make my views perhaps more coherent in a written form. 
But I would like to emphasize that I am doing so at the request of the 
committee. I noticed in some of the newspaper reports this morning that, 
while it was quite accurately reported, it could leave the impression I had 
become a little belligerent or forthright. I make this suggestion because I 
take it the Committee itself is interested in trying to arrive at a procedure 
which is most useful and more helpful in terms of_its examination. 


The CHAIRMAN: I think your statement came as a result of a question 
asked by Mr. Fisher. The wrong impression must not go out. Mr. Gordon 
made it very clear yesterday, and I have thought about it two or three times 
during. the night. It was not a gratis proposal made by Mr. Gordon; he was 
asked for his views and he gave them. I do not think the wrong impression 
should go out; that is, that the president is going to set the terms of reference. 


Mr. FISHER: As a result of general agreement we asked him if he would 
do this. | 


The CHAIRMAN: I think the committee would approve of his putting it 
in letter form. 

Mr. CHEVRIER: If it were put in a letter form or in the form of a memoran- 
dum to you as chairman, then perhaps we could acquire copies of it before 
the report of the committee is set up. In that way we could consider it, 
and we may find it advisable to include it as one of the recommendations to 
parliament. It certainly is a suggestion to which we should give careful 
consideration. I am sure all of us agree that Mr. Gordon would not have made 
this suggestion or statement if it had not been at the request of one or other 
of the members of this committee. 


The CHAIRMAN: I think it is a matter we can consider. 


Mr. FISHER: Could I ask the chairman if we could postpone consideration 


_ of this particular feature of the committe’s work until after we get the printed 


transcript because I, for one, would appreciate the change to go through and 
block off the extraneous material from what may be of continuing value. 


Mr. CHEVRIER: I think you are bound to make a report on the affairs of 
the Canadian National Railways almost at once, but it could be an interim report 


to meet Mr. Fisher’s suggestion, and we could consider it as a second or third, 
or a further report. 


The CHAIRMAN: Unless the report came back very quickly, that is the 
only way we could do it. 
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dash at it and throw something into the house. 


The CHAIRMAN: It is going to be rather difficult to have the usual examina- — 
tion without restricting it, as it were. This is a question to which we would have ~ 
to give a lot of thought before we proposed to parliament that in future we 


are going to examine the management of the C.N.R., as suggested. Some of you 
thought we were restricting it too much anyway. Perhaps the latitude will 
not be as great. Mr. Fisher shakes his head; he does not want it too restricted. 

Mr. FISHER: I want to see some restrictions. I think the objections were 
to all these shouts of “‘carried—carried”’. | 


The CHAIRMAN: I would like to see some restriction so we could get some > 


of these items carried more quickly than we do, and not have so many questions 
that do not relate. That is the type of restriction I would like to see. I would like 
to see the committee examine in a businesslike way and the C.N.R. examined 
as a business company who has to meet competition with the C.P.R. As I said 
yesterday I think it is a difficult thing for one company to be in competition 
with another company and be “blasted”? across the country in different ways, 


and examined in a way in which the other competitive company does not have © 


to be subjected. I think it should be conducted in a more businesslike way. 

If Mr. Gordon sends his brief, as was suggested, I would be glad to 
cooperate in every way, and we will deal with it. We may not necessarily 
accept all of it, but I feel with his broad experience, not only as president of 
the C.N.R. but as a businessman, that we should give his suggestions very 
serious consideration. I think we can come up with something that will be new, 
effective and serve the purpose which our committee is intended to serve. 
I think it is very difficult when the committee carries on like it has been, 
enlarging on a particular point and going into other phases of operation. Perhaps 
we can improve it, and maybe we cannot; but we will try. 


Mr. CHEVRIER: I do not think we should conclude, Mr. Chairman, without 
reiterating your views and suggestions to the president of a moment ago, of 
how much we appreciate the manner in which he has come forward with the 
evidence, and the work he and his associates have done in order to give this 
information to the committee. 


The CHAIRMAN: Yes. I think, Mr. Gordon, that you can accept that from ~ 


all the members of the committee. 


Mr. Gorpon: Thank you very much, gentlemen. I would like to make one 
comment at this time in connection with your report. It is important that it 


be advanced in such a way that the Financing and Guarantee Act legislation | 


is not delayed. The minister knows how important it is for that to get through 
now. I would hope you would be able to get an interim report that would allow 
the legislation to go forward because a delay would be rather serious. 


Mr. CHEVRIER: It was my suggestion a while ago that we do that at once > 


and consider Mr. Fisher’s suggestion at a later date. 


The CHAIRMAN: What do you consider “at once’, the beginning of the 
week? . 


Mr. CHEVRIER: When we have completed our work with the C.N.R. and 
the T.C.A., \ | 


The CHAIRMAN: As soon as we can. 


Zz et 
' x 


Mr. FisHer: I think it is a serious topic and I do not think we should 
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Mr. CHEVRIER: Yes. 


The CHAIRMAN: Well, if you would expedite the T.C.A. a little more rapidly 
than this one, we may be able to oblige. 

Mr. SmituH (Simcoe North): Mr. Chevrier could assist by bringing it on 
right now. | 

The CHAIRMAN: Now, gentlemen, I see Mr. Gordon McGregor and his staff 


here. We had suggested—we were a little optimistic, Mr. McGregor, last night— 


that we might get at the T.C.A. at 10:30. That is what we had been aiming at 
but I think maybe we had better let it go now until following orders of the 
day, unless you- want to start. There is only about fifteen minutes. We are 
supposed to be at the front of the building at 11:30. 


Mr. CHEVRIER: What is the hour of departure at the latest? 


The CHAIRMAN: 11:30. Is it your wish then that we start this immediately 
following the orders of the day? | 


Agreed. 


Note: Afternoon meeting devoted to T.C.A. See Issue No. 3. 
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ORDERS OF REFERENCE 


HOUSE OF COMMONS, 
WEDNESDAY, July 9, 1958. 


Resolved,—That a Sessional Committee on Railways, Air Lines and 
Shipping owned and controlled by the Government be appointed to consider 
the accounts and estimates and bills relating thereto of the Canadian National 
Railways, the Canadian National (West Indies) Steamships, and Trans-Canada 
Air Lines, saving always the powers of the Committee of Supply in relation 
to the voting of public moneys; and that the said Committee be empowered to 
send for persons, papers and records and to report from time to time and that, 
notwithstanding Standing Order 67 in relation to the limitation of the number 
of members, the said Committee to consist of Messrs. Bourbonnais, Brassard 
(Lapointe), Broome, Carter, Chevrier, Chown, Creaghan, Drysdale, Fisher, 
Fraser, Grills, Gundlock, Hardie, Kennedy, Loiselle, Martini, Mitchell, Monteith 
(Verdun), Pascoe, Robichaud, Robinson, Rowe, Rynard, Smith (Calgary 
South), Smith (Simcoe North), and Tasse. 


WEDNESDAY, July 9, 1958. 


Ordered,—That the Annual Reports for 1957 of the Canadian National 
Railways; Canadian National (West Indies) Steamships Limited; Canadian 
National Railways Securities Trust; Auditor’s Report to Parliament in respect 
of the Canadian National Railways and Canadian National (West Indies) 
Steamships for the year 1957, tabled on May 22, 1958; the budget for 1958 of 
the Canadian National Railways tabled on June 2, 1958; the Annual Report of 
Trans-Canada Air Lines for 1957; the Auditors’ Report to Parliament on 
Trans-Canada Air Lines for the year 1957, tabled on May 23, 1958, and the 
budget for 1958 of Trans-Canada Air Lines, tabled on January 31, 1958, be 
referred to the Sessional Committee on Railways, Air Lines and Shipping 
owned and controlled by the Government, and that items numbered 431— 
Prince Edward Island Car Ferry and Terminals; 432—-Newfoundland Ferry and 
Terminals; 442—Maritime Freight Rates Act; 443—-Canadian National (West 
Indies) Steamships Limited as listed in the Main Estimates 1958-59, and item 
635—Canadian National (West Indies) Steamships Limited as listed in the 
Supplementary Estimates 1958-59, be withdrawn from the Committee of 
Supply and referred to the said Committee, saving always the powers of the 
Committee of Supply in relation to the voting of public moneys. 


FRIDAY, July 11, 1958. 


Ordered,—That the quorum of the Sessional Committee on Railways, Air 
Lines and Shipping be set at 10 Members. 

Ordered,—That the said Committee be empowered to sit while the House 
iS SiLtin?; ) 

Ordered,—That the said Committee be authorized to print, from day to 
day, 1000 copies in English and 250 copies in French of its Minutes of 
Proceedings and Evidence and that Standing Order 66 be suspended in rela- 
tion thereto. 
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Monpay, July 14, 1958. 


Ordered,—That the revised Budget for 1958 of the Canadian National: é 
Railways and the operating budget of the Canadian National (West aes 
Steamships Limited, tabled this day, be referred to the Sessional Committee 
on Railways, Air Panes and Shipping owned and controlled by the Government 

Attest 


LEON J. RAYMOND 
Clerk of the House. 


REPORTS TO THE HOUSE 


FRipay, July 11, 1958. 


The Sessional Committee on Railways, Air Lines and Shipping has the 
honour to present its 


FIRST REPORT 


Your Committee recommends: 


1. That its quorum be set at 10 members. 
2. That it be empowered to sit while the House is sitting. 


3. That it be authorized to print, from day to day, 1,000 copies in English 
and 250 copies in French of its minutes of proceedings and evidence and that 
Standing Order 66 be suspended in relation thereto. 


Respectfully submitted, 


W. EARL ROWE, 


Chairman. 
Note: Concurred in this day. 


WEDNESDAY, July 16, 1958. 
The Sessional Committee on Railways, Air Lines and Shipping owned and 
controlled by the Government has the honour to present the following as its 
SECOND REPORT 


Your Committee has considered the following items of the Estimates 
referred to the Committee on Wednesday, July 9, 1958: 


Vote 431—Prince Edward Island Car Ferry and Terminals; 
Vote 432—Newfoundland Ferry and Terminals; 
Vote 442—Maritime Freight Rates Act; and 


Vote 443—Canadian National (West Indies) Steamships Limited, 
of the Main Estimates 1958-59, and item 635—-Canadian National (West Indies) 
Steamships Limited of the Supplementary Estimates 1958-59. 


Your Committee recommends their approval. 
Respectfully submitted, 


W. EARL ROWE, 
Chairman. 


The Sessional Committee on Railways, Air Lines and Shipping, owned 
and controlled by the Government, begs leave to present the following as its 


THIRD REPORT 


Pursuant to the Orders of Reference of the House of Commons of July 9th, 
11th and 14th, 1958, your Committee had for consideration the following: 


1. The Annual Reports of the Canadian National Railways; Canadian 
National (West Indies) Steamships, Limited; Canadian National Railways 
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Securities Trust, for the year 1957 and the Auditors’ Reports to  Bariameeem 
in relation thereto, tabled on May 22nd, 1958 and the Canadian National _ 
Railways revised capital and Operating Budget for 1958 tabled on July 14th, — 
1958: the Annual Report of Trans-Canada Air Lines for the year 1957 Bas 
the Operating and Capital Budget thereof for the year 1958, and the Auditors’ 
Report to Parliament thereon. ey 


2. Your Committee held eight meetings in the course of which the officiate 
of the Canadian National Railways and the Trans-Canada Air Lines as well 


as representatives of George A. Touche & Co., Auditors, were heard and yesh 


r 


examined. 


3. The Annual Report of the Canadian National Railways for 1957 dis- 


closed operating revenues of $753,165,964.90 and operating expenses of $734,- 


556,041.00 resulting in a net revenue from Railway operations of $18,609,923.00. 
However, after taxes, rents, other income and fixed charges were taken into 
account the net result was a deficit of $29,572,541.00 for the year’s operations. 
This compares with a surplus of $26.076,951.00 in the year 1956, the change 
being attributed to a combination of lower traffic and higher wage and material 


costs. Your Committee noted however that in spite of the traffic decline in . 


1957 the Canadian National continued to improve and modernize its equip- 
ment, facilities, methods and techniques. 


4. Your Committee observed that in 1957 three separate new rail lines 
were added to the Canadian National System, opening up additional areas of 
Canada for settlement and development. In Quebec, a 161-mile line from — 


Beattyville to Chibougamau was officially opened in November and progress 


made on a 133-mile line from St. Felicien to Cache Lake, where it will link up ~ 


with the Beattyville-Chibougamau branch. In New Brunswick, a 23-mile line 
was opened between Bartibog and the base metal development of Heath Steele. 
In Manitoba, Canadian National took over operation of a new 31-mile line from 
Sipiwesk on the Hudson Bay line to the International Nickel COP any devel- 
opment at Thompson. 


5. Your Committee also noted with satisfaction that progress was made 
during the year on the Company’s long range plans for the construction of new 
automatic train marshalling yards at main strategic centres in the Atlantic, 
Central and Western Regions. 


6. The Annual Report of the Canadian National (West Indies) Steamships, 
Limited for 1957 disclosed a net deficit of $648,849.80, compared with a surplus 
of $23,280.72 for 1956. Operations of the Company were curtailed during 1957 
by a strike called by the Seafarers International Union effective July 4. As 
a result of the strike, which remained unsettled at the year end, the number of 


= 


voyages made by the company vessels was reduced to 33 from 54 in the previous ~ 


year. 


7. Your Committee was also informed that the decision had been reached 
to abandon the service, dispose of the assets by sale and wind up completely the 
above Company’s affairs. 


8. The Annual Report of Trans-Canada Air Lines for 1957 showed a net 
surplus of $404,674, after provision for depreciation of $6,819,160, and the pay- 
ment of interest on capital invested in the enterprise in the amount of $1,690,819. 
The year 1957 was the seventh consecutive one in which the company reported 
a profitable operation. 


9. Of particular interest to your Committee was the fact that the programme 
of fleet conversion to turbine type aircraft, which by 1961 is expected to make 


TCA the first international airline in the world to have a fully turbine-powered 
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fleet, was adhered to during 1957, fourteen additional Viscounts being placed 
in service, and six DC 3’s retired. Your Committee also noted that, as planned, 
the company in 1957 had increased its capacity by 20 per cent in relation to a 
15 per cent increase in traffic carried. This action, while reducing the over-all 
load factor from 73.1 per cent in 1956 to 70.7 per cent in 1957, substantially 
improved the company’s ability to meet the peak period traffic demand. It was 
also noted that as of the year end, the company had on order nineteen Viscounts, 
six full jet DC 8 long range aircraft, and twenty medium range Vanguard turbine 
propeller aircraft, which, with associated spares, represent a capital commitment 
- of $118,000,000, exclusive of payments already made on these orders. 


10. Your Committee adopted the Annual Reports of the Canadian National 
Railways and Trans-Canada Air Lines for 1957, as well as their respective 
Capital and Operating Budgets for 1958. Your Committee also approved the 
C.N.R. Securities Trust and the Auditor’s Report to Parliament. It also approved 
the Annual Report for 1957 of the Canadian National (West Indies) Steamships, 
Limited, and the Auditor’s Report thereon. 


11. Your Committee, in accordance with an Order of Reference of the House, 
dated July 9th, considered Votes 431, 432, 442 and 443 as listed in the Main 
Estimates for 1958-59, and Item 635 as listed in the Supplementary Estimates 
1958-59. In its Second Report to the House, your Committee recommended the 
approval of the said Estimates. 


12. Your committee feels indebted to all those who contributed to its 
inquiring by their attendance and their information, including the Minister of 
Transport and Mr. Donald Gordon, C.M.G., LL.D., Mr. S. F. Dingle and Mr. 
R. D. Armstrong for the Canadian National Railways; and Mr. G. R. McGregor, 
Mr. W. S. Harvey, Mr. H. W. Seagrim, Mr. S. W. Sadler for Trans-Canada Air 
Lines, and Mr. J. A. Wilson and Mr. J. W. Beech, Auditors. 


13. Your Committee also wishes to express its appreciation to Mr. 
McGregor, his officials, and T.C.A. crew for a flight on board Trans-Canada Air 
Lines Viscount over the St. Lawrence Seaway Development project which took 
place on Wednesday, July 16th. 


14. A copy of the Minutes of Proceedings and Evidence adduced in respect 
of the matters referred to is appended. 


Respectfully submitted, 


W. EARL ROWE, 
Chairman. 


MINUTES OF PROCEEDINGS 


FRIDAY, July 11, 1958. 
(1) 


The Sessional Committee on Railways, Air Lines and Shipping owned and 
controlled by the Government held its organization meeting at 10.30 o’clock a.m. 


Members present: Messrs. Bourbonnais, Broome, Chown, Fisher, Grills, 
Gundlock, Hardie, Loiselle, Martini, Monteith (Verdun), Pascoe, Robinson, 
Rowe, Rynard, and Smith (Calgary South). (15) 


The Clerk of the Committee attending, on motion of Mr. Broome, seconded 
by Mr. Martini, and there being no further nominations, Honourable W. Earl 
Rowe was elected Chairman. 


Mr. Rowe took the Chair, thanked the Members for his election and 
proceeded to the routine business. 


On motion of Mr. Chown, seconded by Mr. Fisher, 
Resolved: That Mr. Tassé be elected Vice-Chairman. 
On motion of Mr. Chown, seconded by Mr. Fisher, 


Resolved: That the Committee recommend to the House that the quorum 
be 10 members. | 


On motion of Mr. Pascoe, seconded by Mr. Martini, 


Resolved: That the Committee ask power to print, from day to day, 1000 
copies in English and 250 copies in French of its Minutes of Proceedings and 
Evidence. 


On motion of Mr. Martini, seconded by Mr. Smith, 

Resolved: That the Committee seek authorization to sit while the House 
is sitting. 

After discussion on the most suitable hours of sitting of the Committee, 
beginning Monday July 14, on motion of Mr. Broome, seconded by Mr. Fisher, 

Resolved: That the Committee be called for 9.30 o’clock a.m. 


The Chairman reminded the Members that the practice for this Committee 
was to hold three meetings every day until completion of its business during 
which meetings officials of the Canadian National Railways and of Trans- 
Canada Air Lines would be in continuous attendance, and that it was customary 
to begin with the Canadian National Railways Annual Report. 


The Chairman referred briefly to a letter of the President of Trans-Canada 
Air Lines inviting the members of the Committee to a special flight over the 
St. Lawrence Seaway Development as soon as practicable. 

On motion of Mr. Rynard, the Committee adjourned until Monday, July 14, 
at 9.30 o’clock a.m. 
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AFTERNOON SITTING 
(6) 
TUESDAY, July 15, 1958. 


Continuing its afternoon sitting and after having completed its examination 
of the C.N.R. Reports, the Committee began its consideration of the Trans- 
Canada Air Lines Annual Report for 1957, the Capital Budget for 1958 and 
the Auditors’ Report, the Honourable W. Earl Rowe still presiding. 


_.. Members present: Messrs. Bourbonnais, Broome, Carter, Chevrier, Chown, 
Creaghan, Fisher, Fraser, Gundlock, Kennedy, Loiselle, Martini, Mitchell, 
Monteith (Verdun) | Pascoe, Robichaud, Rowe, Rynard, Smith (Calgary aed 
Smith (Simcoe North), and Tassé. (21) 


In attendance: The Honourable George H. Hees, Minister of Transport; 
Mr. G. R. McGregor, President of Trans-Canada Air Lines; Mr. W. S. Harvey, 
Comptroller;.Mr: S. W. Sadler, Assistant Comptroller; Mr. H. W. Seagrim, 
Vice-President, Operations; Mr. R. C. MacInnes, Director of Public Relations; 
Mr. Leo Palmer, Public per Es Manager, Ottawa; all of Trans- Canada Air 
Lines. 


Mr. G. R. McGregor was called and he introduced his officials. 


Mr. McGregor read the T.C.A. Annual Report, and its consideration was taken 


by headings. A brief discussion took place in the course of his examination on 


competition from other carriers. 


At the request of Mr. Broome, Mr. McGregor undertook to file with the 
Committee a summary of passes fecued by T.C.A. 


On motion of Mr. Smith (Calgary South), seconded by Mr. Smith (Simcoe 
North), said Annual Report was approved. 


The Committee adjourned at 5.45 p.m. until 8.00 o’clock in the evening. 


EVENING SITTING 
(7) 


The Committee resumed at 8.00 o’clock. The Chairman, Honourable 
Earl Rowe, presided. 


Members present: Messrs. Broome, Carter, Chown, Creaghan, Fisher, 
Fraser, Grills, Gundlock, Hardie, Kennedy, Loiselle, Mitchell, Monteith 
(Verdun), Pascoe, Rowe, Rynard, Smith (Calgary South), Smith (Simcoe 
North), and Tassé. (19) 


In attendance: Same as at afternoon sitting. 


The 1958 Financial Budget was considered and adopted on motion of Mr. 
Tassé, seconded by Mr. Chown. 


Mr. McGregor’s examination was concluded. 


The Chairman expressed to Mr. McGregor and his officials the Committee’s 


appreciation. Mr. McGregor in acknowledging, thanked in turn the members 
of the Committee. 
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The Committee proceeded to consider the Auditors’ Report. Mr. J. A. 
Wilson was recalled, briefly questioned and retired. 


On motion of Mr. Fisher, seconded by Mr. poe (Calgary South), the 
Auditor’s Report was adopted. 


Mr. McGregor was assisted by Messrs. Harvey, Seagrim and Sadler; Mr. 


_ Wilson was assisted throughout the proceedings by Mr. Beech. 


On motion of Mr. Fraser, seconded by Mr. Carter, 


Ordered,—That all answers filed with the Committee be printed as 
appendices. (See Appendices A., B., C. and D.) 


The Chairman thanked Messrs. Wilson and Beech representing the firm 
of George A. Touche & Co. for their continuous attendance. 


Before adjourning, the Chairman reminded the members of the Committee 
that the proposed flight over the St. Lawrence Seaway was scheduled for 
Wednesday between 11.20 a.m. and 2.20' p.m: 


At 8.40 o’clock p.m., on motion of Mr. Smith (Calgary South), the 
Committee adjourned to the call of the Chair, at which meeting the Committee 
will consider its Third Report to the House. 


Tuesday, July 29, 1958. 
(8) 


The Sessional Committee on Railways, Air Lines and Shipping met at 
10 o’clock this day. in camera to discuss its Third Report to the House. The 
Chairman, the Honourable Earl W. Rowe, presided.. 


Members present: Messrs, Bourbonnais, Carter, Drysdale, Martini, 
Mitchell, Robinson, Rowe, Smith (Simcoe-North), and Tassé—(10). 


The Chairman tabled copies of a draft report for the consideration of the 
Committee. 


After a brief discussion, on motion of Mr. Robichaud, seconded by Mr. 
Robinson, the said draft report was adopted. | 


Ordered,—That the Chairman present the draft report as the Committee’s 
third report to the House. 


The Committee adjourned to the call of the Chair. 


Antonio Plouffe, 
Assistant Chief Clerk of Committees. 
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APPENDIX A 


TRANS-CANADA AIR LINES 
PASSES ISSUED 
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COMPANY BUSINESS 
Employees on business (including employee 
AE ATISTET S|) ioe Wie Uehs iatigteee chiar geet slin velo a tek aula 14 
CTLCA LION AL yore tie vat ok oa ame UT Ha ae Coy g ea NaS 1 


Periodic tour or Familiarization 
ES UTES EL UCC OU On ois heer ee geet NS Man 


Flight Dispatch Supervisors and 
PISHATCMETSY Vie rere ees eg et unece st re 


Employee Familiarizationy 3.600450. 
DEDENCENT AE PANSTENS Sirs Wuocucm sare 


Applicants for employment and employees © 
leaving the Company i. feat oe shi 


EMPLOYEES PERSONAL ACCOUNT 


VACA OR Ne nate eRe ic AR CRS ed ten estansy Sen ae 12 
Compassionate: 3/001. ai). phen lel eink S) Lay seb. 2 pean ielp 
TSOLATEG Fre aye weir Le ees ener Maiaac an une BS 


PERSONS OUTSIDE THE COMPANY 


Pramotional and ‘Public: Relations, {36 %.2.. 605 


Courtesy Trips between points in the United 
KAN SOOM Nae ee wiih aie Rey nn LE heen ute 


Departmentso1 Transport! jis teres gel ecclacs 
Ar DPAnsHGrt doard: alone hati te sheers 6 
Canadtan National Railways thie eo: 313 


Year 1957 


CON 
421 


4,080 
591 


42 
230 
1,029 
427 


813 


7,212 


20,103 
654 
403 


21,160 


841 


173 
112 


142 


1,268 


2,192 


All passes issued in accordance with regulations or prior approval of ATB. 
N.B. Exclusive of flight crew dead heading between points. 


(The above in reply to a question by Mr. Broome.) 
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APPENDIX B 


TRANS-CANADA AIR LINES 
TORONTO-MONCTON DIRECT SERVICE 


Date of Inauguration—June 1, 1958 
Type of Equipment—Viscount 
*Passenger Load Factors—June, 1958 


Bastbounde risen: wos Ok wie wore las wath, hol Nt 77% 
Westbound. 3 ss¢24i29 Slane 2 £09) pa goal adia OY dis aes 58% 


(The above in reply to a question by Mr. Creaghan.) 


TRANS-CANADA AIR LINES 


Boarding Passengers in Canada 


Yearorg57. 
Labrador 
Goose Ray sie cane enone del ee a aetna 2,106 
Newfoundland 
be ORM Sty henna Mees tao Orn rere Phy Oc. 33,058 
COATIONOT nee va at Soca seen tant pet el ane al Wf 250 
STEPHEN VILA teers ace a Petre age 14,444 
Nova Scotia 
SS LOY 7 by Viste rev eg eleva ck era abane 5 aka lee agli wear 22,611 
ET NE aie see ch APG aeg a We Aagl Ciara SEY YS 67,245 
IRINA OELE ie ath es GRO a rhea a ck eae Um eR 5,319 
New Brunswick 
WOR CLOT: i Veen trata sane cte t seaterake ane Mele wl rele 26,034 
Prédenicton ees sat vee tetra gr aiclet stats ov slower a aie 10,900 
aN ts T ONG eo. ie aerate ee ONE, ae £8332 
Quebec 
Sevenwmistavde: Samos srry eran lata ahek ye 8,410 
SASUCTIAN Vibe ahs she, os Gpat sad cad Wed Be eater waar b ie nah 6,221 
PUEHESE CIV MN ee Nay, Blain apt aeas ae Natal a 43,911 
WLOTHEL Ga Liste conic eee Ae ash tana ear ow eee 363,791 
Aer deAre Cy eh Div aN enh EEE aire arth RENE BUNS Oram 6,218 
Rowdy n= Norand aw wae Warns pes Peo hale anes 4,135 
Ontario | 
ETA WAS chica} coli, Gea P LetR whores bau goo 'e S938 awe bene 62 81,666 
FRONOTICO We ary oi a tie a lola ek cece cornte lao a. era de 455,964 
TEGHAORT os ee eae Fale et eee ek ake Nie Ae a 22,340 
WATS OR Ae oe 2S, Mactan eee tac occ on har. rd tay HGR ak 'p 41,639 
IWIOSK OK cy Caretta teen o Vibert ipake’ alle Sh eha lang ia: wee 406 
Marlton sumets ee ee at ee naa tS arr e aia ei olch Sates 1,871 
Wortted Bayer cerm ne wee or ca we Smet a oie wraer’ 9,548 
SUC DUE 6 ae en, ete Mls ck ePeneed are algnol aie Ty 13,250 
ETAT ist) sapere Naan tel sa WN aidl ao aheb anh 9’ 8,613 
Kapuskasing ..... enn rE eth t, ah eee yd, «arenes 2,928 
Saute StO: Weariem gers fae. Meet er coed Dale bocce tunes 10,335 
HOD bes Willa Diet cata e ae we neh deca’ dea piers 20,165 


* % of seats occupied 
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Manitoba 
DV TAT errr Gre alc hietere eas sn) x ave ielhie best Yo oueue ts 83,474 
LE Wag i TM ae SORA NT NS ONS ore REN eR a 1,837 
Saskatchewan 
PU RAEN ER erie eal ee ie hey ook bak lis a ciara le a4e6 2,370 
TER ETSD Habe Ws Oy 1.5 AR Ro RT ees Scat Ae Rens apa MA ge re a 30,0 te 
SAM DRG ALOT Ce, esos meh iw is boo inte eet hella ep ie tee 1,441 
SAS LOGI MTEL. 5. Me Sela piens Lose iid lobe Sree aile las, Yd 16,591 
Alberta | 
TLR IIA rd at ee. ee ct ees io eg bial bly: Sail Vedigr s ieriw O's 1,624 
TAGRIN OTRO Cate corsa itis ites peuetehetaie Wwe se the Wiel «& ereus 8,054 % 
RE NEV ee irae Tac hetiie e ic esate Nece! wile BOW oie lo Svea seuia opi 91,646 ari 
RPG USO we oe, i ncaa al birsicle leis ietisle «io ie ois in oS 80,954 x 
British Columbia \ : 
DAI C OU VETO ies, Are ole RTO NS ole cetera esbom 202,047 . : 
IV ACLOIE eisai Guiry AUS late Sis Deacon matteo, falc 150,534 re 
(The above in reply to a question by Mr. Fisher.) 4 
TRANS-CANADA AIR LINES | <i Re 
PROPERTY & EQUIPMENT BUDGET—1958 | | 
BUILDING EXPENDITURES BY LOCATIONS 
Vancouver 
Single Bay, Hangar \(DC-8).-...... 0... SNe $ 250,000 
Concrete andi iasphalt pworke eo fone ens 60,000 
Winnipeg as | | 
New smain sotiardhouse weirs. wie. oe One 7,000 
Toronto | 
Alterations to hangar to accommodate | 
TGSB Saree aelt sy crpeel ee cua wr Ane 50,000 
Montreal | 
Engineering & Maintenance and other : 
Operations Deptitacilities’ 144.55. wac. sa. 80,200,000 
Lavatory servicing building ........ eas 8,000 
$ 6,575,000 
(The above in reply to a question by Mr. Smith (Calgary South). 
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AFTERNOON MEETING 
(Continuation) 
TUESDAY, July 15, 1958. 
oo) ee 


_ The CHAIRMAN: Now, gentlemen, I might introduce to you Mr. Gordon R. 
McGregor, President of the Trans-Canada Air Lines, and we will be glad to 
have his Annual Report on the T.C.A., copies of which you have before you. 


Is it your desire that Mr. McGregor give the Report by reading the high spots? 


Mr. SmitH (Simcoe North): I think that the procedure which the Com- 


mittee followed of the Reports of the Canadian National Railways was an 


excellent way to expedite business. 
The CHAIRMAN: Very well, then, Mr. McGregor, you may proceed. 
Mr. G. R. McGrecor (President, Trans-Canada Air Lines): Thank you, 


~ Mr. Chairman. May I begin, sir, by introducing the members of T.C.A. who are 


present—myself, Mr. W. S. Harvey on my right, who is the comptroller of 
the company, Mr. Sadler, who is in the room, is assistant comptroller, Mr. H. 
W. Seagrim, vice-president of operations, and Mr. McInnis, director of public 
relations. I may refer questions dealing with the specific operation of flights 
to Mr. Seagrim. , | | 

With your indulgence might I re-confirm an announcement about a flight 
that is proposed to be conducted tomorrow noon? I think most of the members 
of the committee, sir, are familiar with it, but the plan is if you will concur 
that we break off committee work, if it is still going on at that time, at 11.20 
tomorrow. There would be a bus waiting at the main entrance of the centre 
block for departure at 11.30. The flight will take off from Uplands airport at 
12.00 o’clock. 

We will fly over the seaway between Cornwall and Iroquois and we will 
do it in both directions so that the passengers on one side can see the seaway 
development at one time and the passengers on the other side can see the same 
view during the return flight. 

We will have the public relations officer of the seaway speaking on the 
cabin address system, and he will describe what we are passing and where 
we are at at any particular moment. Lunch will be served on the flight and it 
will be planned to land back at Uplands at 1.50 p.m., with bus departure for 
parliament hill at 2.00, arriving here at 2.20, which I understand is satisfactory. 


Mr. CHown: May I ask Mr. McGregor if he is providing stewardesses? 
Mr. McGReEGor: Yes, just two. 

Mr. FRASER: The minister will order fine clear weather, I hope. 

Mr. HrEEs: Yes, I just put the order in now. 

The CHAIRMAN: I know the committee will appreciate that, Mr. McGregor. 
Mr. CHEVRIER: I hope the minister will countermand the order. 


Mr. McGrecor: The report dated Februry 28, 1958 is addressed to the 
Hon. Minister of Transport, Ottawa, and reads as follows: 
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ANNUAL REPORT 


MONTREAL, February 28, 1958. 
To the Honourable, 
The Minister of Transport, Ottawa. 
Sir: : | 
The Board of Directors submit the Annual Report of the Trans-Canada 
Air Lines system for the calendar year 1957. 
Financial 


The financial results recorded by the Company in 1957 reflect a substantial 
growth in gross revenue, an even greater increase in expenses and a consequent 
reduction in the net income as compared with 1956. Net income for the year 
was $404,674. 


The 1957 gross revenue of $104,996,000 represents an increase of 15%, 


but it should be noted that this figure is the net result of an increase of 20% 
in the first half and 11% in the second half of 1957 with respect to correspond- 
ing periods of 1956. 


A summary of the principal elements of revenues and their proportional 
contribution to the total is as follows: 


Amount of Total 
PASSOTIBET te yeah oleie cle aon et areata a he $86,523,981 82.4 
Bi SE i Lay RON ea A SR OMY aa SNA Ag 9,662,585 9.2 
FUR BE OSS cue Prins ins Wate pune aia cies ea 2,059,920 2.0 
TEPOLOU aii ciis en ee kia erate Gi ener ae 4,159,443 4.0 
CDR EC ae Caltech wok ol maaee mc puuh ar phe 2,589,778 2.4 


While the most rigid possible control was exercised, operating expenses 
increased 16% to a total of $103,500,000, made up as follows: 


% 

Amount of Total 
DAlariesVanca WASPS UT eM eames $44,539,866 43.0 
Pal an Cb ONG aie eine alee nated gle 15,895,420 15.4 
Maintenance Materials ............ 11,554,019 41.2 
IDEDTECIAliON! wok Cube Sab ae Mahe hat: 6,819,160 6.6 
TOURER eho ios ph tear aca iva ne eteee fae 24,691,048 23.8 


Apart from the increased volume of transportation work performed, 
expenses were adversely affected by higher rates of employee remuneration, 
increased scales of aircraft landing fees in Canada and the United Kingdom, 
an increase in the average cost of aviation fuel, and a tax of 2c per gallon levied 
by the province on all aviation fuel loaded in Ontario. 


With air transportation as with other industries, unit costs tend to decrease 


as the total volume of work performed by a company increases. This effect, 
together with the higher proportion of more efficient aircraft which were in 
service, partially but not fully compensated for the continuing rise in the 
cost of the ingredients of the product. 
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Had this volume increase not occurred, a deficit would have resulted. 
Capital expenditures during the year amounted to $25,572,000, represent- 
ing for the most part, final delivery payments on new aircraft. TCA is now 
committed by purchase contracts to spending $118,000,000 on turbine aircraft 
: and spares during the period 1958 to 1961 inclusive. 


Service and Traffic Growth 


In\1957 the transportation capacity of the airline, measured in terms of 
seat-miles available to passengers, was increased by 20%. By adding aircraft 
to the fleet and increasing flight frequency on many routes, TCA continued its 
progressive expansion of public service. The chart on page 8 illustrates the 
steady growth of passenger-carrying capacity during the past decade and its 
relationship to actual demand. 

The planned increased of available transportation was well utilized during 
the first half of the year, but the percentage of seats occupied declined during 
the latter half of the year. 

An event in Canadian transportation history was the introduction of 
non-stop air service between Toronto and Vancouver, reducing transcontinental 
travel time to seven hours. Also of significance were the inauguration of non- 
stop Atlantic service between Toronto and the United Kingdom and the 
routing of a daily transcontinental flight through Windsor. 

Operations with the propeller-turbine Viscounts were extended to London 
(Ontario), Quebec City, Saguenay, Seven Islands, Moncton, Fredericton, Saint 
John, Yarmouth, Halifax and Boston. On the majority of routes served by 
Viscounts prior to 1957 the flight frequency was increased to meet the public 
demand for this extremely popular aircraft type. 

The transcontinental main line was particularly well served with seven 
daily flights to the West Coast, and two additional daily flights operating 
between the eastern centres and Albertan centres. During the peak traffic 
period, twelve flights per week crossed the Atlantic in both directions. 

TCA engaged in active promotion of air transportation, with particular 
emphasis upon newspaper, radio and television advertising. For the second 
successive year, well over two million passengers were carried. 

In conformity with its policy to keep the cost of air transportation in Gonads 
at the lowest level consistent with the maintenance of a sound financial position, 
the Company again avoided general increases in passenger fares or cargo rates. 
In fact, a reduction in average return to the Company per revenue passenger 
mile was achieved. 

First class mail moved by air in heavy volume, expediting delivery where- 
ever the use of aircraft offered advantage over surface transportation. TCA 
enjoyed the closest cooperation of the Canadian Post Office Department and 
endeavoured to operate, to the greatest possible extent, schedules consistent with 
postal requirements. As mail traffic again increased, there was a further decline, 
by contract, in the unit mail payment received for the transportation provided. 
This trend of recent years is illustrated on page 16. 

The growth of air freight and air express continued, although traffic re- 
mained strongly directional and was still far from sufficient to fill the extensive 
capacity offered by the airline in its endeavour to stimulate this type of load. 
A daily transcontinental freight service was flown with all-cargo North Stars, 
each capable of carrying nine tons of commodities, and other cargo accommoda- 
tion was offered on all scheduled flights. TCA was able to provide most domestic 
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ade 
freight shippers next-day delivery within a 1,500-mile radius and second- “day 
delivery to points beyond. z 


SEAT MILES MADE AVAILABLE & SEAT MILES OCCUPIED 1948-1957. ae = 


1900 
1800 
1700 
1600 
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1400 
1300 
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1000 
900 
800 
700 
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400 


in millions 


1956 


1951 1952 1953 1954 1955 


available seat miles seat miles occupied =) we ; git 


The airline, at the end of 1957, was operating on 27,782 miles of air routes  — 
and serving 56 communities, 39 of them in Canada. Of the latter,27 had popu-—s— 
lations of less than 100,000. The route map on pages 14 and 15 illustrates the 
scope of the Company’s routes within Canada and to the United States, British oe 
isles; iirance: Germany, Bermuda and the Caribbean. 


Equipment and Facilities 


Fourteen more Viscounts and two additional Super “G’’ Constellations were an eon 
acquired by the Company, while six DC-3s were retired from service and offered © Byes 
for sale. An option was exercised on thirteen additional Viscounts. The fleet — 
at year-end was comprised of eleven Super Constellations, thirty-two viscounts,  ~ 
twenty-one North Stars and eighteen DC-3s. 84% of the airline’s total aircraft 
mileage was flown by four-engine pressurized equipment. 3 


During the year the Company announced its selection of the Rolls-Royce eats 
Tyne powered Vickers Vanguard as the aircraft which it would operate in the 
future on all routes which, due to either traffic volume or length, were not ideally 
suited to either the comparatively short-ranged Viscount or the very long-ranged _ 
DC-8. Twenty of these large propeller-turbine airliners were ordered and an 
option taken on four more. This purchase, amounting to $67,000,000, was the _ 
largest single dollar order placed in post-war Britain and a further expression of © 
TCA’s confidence in the Vickers-Armstrongs and Rolls-Royce companies. 
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INDEX OF TCA FARES VS CONSUMER PRICE INDEX 1949-1957 
(YEAR 1949 = 100) 


YB eee oot on ee ey 


Gs «consumer price index B@Ea@ TCA Fares index 


Wing tip fuel were installed on the Super Constellation fleet, making 
possible the operation of non-stop trans-Atlantic flights to and from Canadian 
termini west of Montreal. The installation of airborne “weather’’ radar for the 
Super Constellation fleet was proceeded with. ; 

The excellent performance of the flight equipment throughout the year 
again fully justified the company’s strict adherence to the highest standards 
of maintenance and overhaul. 97.5% of all scheduled mileage was completed. 

TCA’s ground facilities were expanded, to meet the greater traffic volume 
and larger scale of operations. In particular, sales and reservations offices were 
enlarged at several points. 

The Department of Transport continued a broad programme of airport im- 
. provements throughout Canada. Extensive runway construction took place and 
the initial installations of long range surveillance radar represented a marked 
advance in airway traffic control. 


Personnel 


TCA staff at December 3lst numbered 9,726, approximately two-thirds of 
these being employed in the technical departments. The average number of 
employees on the company’s payroll in 1957 was 7.9% greater than in 1956, 
while the volume of work performed, expressed in ton-miles made available for 
sale, increased by 16%. These figures represent a further increase in employee 
productivity. 
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SOURCES OF TCA SYSTEM REVENUE 1948-1957 


10 & 
in millions | @ fe me (J a3 a eS oe Ber om 
1948 1943 1950 1951 1952 1953 1954 1955 1956 1957 


fies «= passenger revenue : mail revenue CL.._] commodity revenue 


In conformity with Company policy of long standing, the “management _ 
development” programme continued through 1957. In addition, particular a 
attention was paid to personnel instruction at all levels in the organization. 


Planning 


The pace of TCA’s preparation for what is generally referred to as the 
Jet Age quickened in 1957 and will accelerate as the time approaches for 
delivery of the advanced aircraft of tomorrow. 

Scheduled operation of aircraft of the size and speed of the full jet DC- 8 
and the turbine propeller powered Vanguard which the Company will under- ~ 
take in 1960 and 1961 calls for the planned development of new procedures and 
facilities, for air and ground personnel training, maintenance and overhaul, 
ramp handling and flight management. It is gratifying to be able to report 
that a large proportion of this exacting work has been completed. m 

To the extent that the equipment plans of other carriers are now known, 
TCA will be the first international air line in the world to be completely 
equipped with turbine powered aircraft. 

The DC-8, of which six are on order, will carry 120-135 passengers and 
fly at 550 miles per hour. The Vanguard will accommodate as many as 107 °_ 
passengers and fly in excess of 420 miles an hour.. Together with the proven : 
Viscount, they will give Canada an unexcelled standard of air transportation. © 
The DC-8 will enter service in early 1960 and the Vanguard in 1961. The 
speed and capacity of these airliners will make them extremely productive, 
if sufficient traffic is available to ensure good load factors and utilization. In 
acquiring them, TCA is expressing confidence in Canada’s future. 

_ For the care of the DC-8s and Vanguards, a large overhaul and mainten- 
ance base will be built at Montreal. It will be the first of its kind to be 
devoted entirely to the needs of turbine aircraft. ; 

TCA has, for some years, been engaged in the study of special applications 
of modern electronic techniques to air line operations. In 1958 the Company 
will take delivery of an IBM 650 Magnetic Tape electronic computer. The 
programming associated with revised inventory control procedures is well 
advanced and studies are under way with respect to possible applications in 
the areas of Maintenance and Operations Planning. In addition, good progress — 
has been made in the development of the prototype of a new electronic reserva- 
tions system which offers promise of speed and accuracy unattainable by — 
manual means. Tests are continuing. Be 

The delivery of fifteen more Viscounts during the first half of 1958 will 
enable TCA to introduce this fine equipment to a number of additional cities 
and to intensify its use generally on domestic routes. This expansion of the 
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Viscount fleet to 47 aircraft will permit the retirement of a large proportion 
of the remaining DC-3s and there will be a further substantial increase in the 
- overall transportation capacity of the airline. 


MAIL PAY PER MAIL TON MILE 1949-1957 NORTH AMERICAN 
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As a result of a detailed tariff study, plans were completed in 1957 for the 
introduction of a revised Canadian route fare structure to be effective January 1, 
1958. The principal changes called for were a reduction in the First Class 
round trip discount from 10% to 5% and a reduction in Tourist fares which 
averaged 13%, and ranged as high as 20%. 
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GROWTH OF PASSENGER, COMMODITY & MAIL TRAFFIC 1948-1957 _ 
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These passenger fare changes bring about virtually the same relationship © 
between First and Tourist class fares as exists in the United States, and place 
air travel within the economic reach of a larger number of Canadians. — 

It should be noted that the Tourist tariff reduction occurred at a time ~ 
when all the larger airlines in the United States were granted a general 
interim fare increase of 4% plus $1.00 per one-way ticket. 

The directors value the opportunity provided by the Company’s annual 
report to publicly record their recognition and appreciation of the high quality 
of the work performed, and the unremitting care exercised by the personnel 
of TCA. | | 

For the Directors, 


G. R. McGREGOR, 
‘President. 
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STATEMENT OF INCOME 


OPERATING REVENUES. 1957 1956 
\ 
(IPASSCRDET Oe COMM DL et et eee Sick EERE il, yaaa co heels hase $ 86,523,981 $ 74,478,516 
=A Smt bags GaP SE te GND as Usd FES A a OR er RR coe SEP on 9, 662, 585 8, 869, 934 
Air Tox press a Nel ere ur aU ene ite ne Uae erated saat el ool s wee Aap ohdogevahe « SpA HS 6,392, 156 6,010,397 
Excess Baggage............. aE ES BA AA Bg A a aR ia 893, 968 758,998 - 
UAT NAPs ape ON oh ak ie Ghee \hi- de IU UO Seal Ae nn oe i A ee a 280,155 253,011 
PREICOMbAL OCLC SN CLs alate oe edie iene ale Cte Fs Vise ticle ee ees 1,242, 862 935,190 
PEO GAL cer ete a) eee Dhak Lit STA eters SAR ad hs dele AR A a, $104,995,707 $ 91,306,046 
OPERATING EXPENSES . 
PAS ANG CODETATIONS igen cudh cee ues see ate atS cod hs CENCE he eb s le $ 23,837,126 $ 19,890,279 
NES IUCR ANCES Orne rene ene oh mee coy trend are ES eM RB fe 28,721,065 25, 3560; 11S a 
[PAGSETICEE EEW ACE ce ihr erhaewe ey ate ne Weep Wy ed te Cou Atte eT aad ate a 6,452, 870 5; 390,667. — 
IDCEAN ARG t Pale OORWACAN Dee. 5 nity Cte cre Mian the AGATA ca ease aber oes Sue aS 19,090, 650 16,196,418 
SPIOS UA TICLOE TOE GAOT Meee er Pee ee UN Reem NR IAN Sg 15,036, 818 12,490,785 
CENeT a AUG IAN IStLAULY Oe re ae ee Oa ean tee Hen ae eB a  ahgueae 3,541, 824 2,901,273 | 
UAL s on See aes ie ahaa St Me Re i'd Serre BIA US s wg RPE NNR cig nope $ 96,680,353 $ 82,225, 540 
ENCOMEFROMVO PER ATIONG Ue sea Gos fala. a dete rec eed oy ee ne ee, iE $ 8,315,354 $ 9,080,506 


IPEGVASIOU One eDrECIShtON 5). 107) dah ee AAS ok, Reali. ade Klee A eiecole 6, 819, 160 _ 6,971,575. 
$ 1,496,194 $ 2,108,931 


Non-OperatinGe Incomz—NEtT 


terest) ante ISCOUMES cee fae ioe Ce OR ON eens (cal Mae Oa NOS 324, 196 370,375 
SPO nOl A TROPAEG ca ce esc d thatiee sata decades es LCase Lo het Re nee lh Lor. age 120,875 250,000 
DISCO LIANG OLS Wari ce ae iy teh 4 nee, Sera Remmi ee ane ae ab kT a tse 154, 228 113, 958 
LNCOMB: BORORE SUNTRREST. 0X PENSE Yio och 9 Gee eo obi cthie Ws sodha Ha oslo $ 2,095,493 $ 2,843,264 
Interest on Capital Invested.............. UIE RE eee OPE Oa ae Delt a 1,690,819 1, 287,052 
IN Bal NCONER ee em ene te Ne See Be Ty See NS EN Ee $ 404,674 $ 1,556,212 


Nores:—No provision for Income Taxes has been made in 1957 by reason of expenses charged to the In- 
surance Reserve which are deductible for tax purposes. 


For comparative purposes, 1956 operating expenses have been restated to conform with a re- — 


classification of accounts in 1957. This has no effect on the net operating results for either year. — 
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GEORGE A. TOUCHE & CO. 
CHARTERED ACCOUNTANTS 


To The Honourable The Minister of Transport, 
Ottawa, Canada. 


We have examined the books and accounts of Trans-Canada Air Lines 
for the year ended December 31st, 1957. Our examination included a general 
review of the accounting procedures and such tests of the accounting records 
- and other supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying balance sheet and related statement of 
income are properly drawn up so as to give a true and fair view of the state 
of the Corporation’s affairs at December 31st, 1957, and of the results of its 
operations for the year then ended, according to the best of our information 
and the explanations given to us, and as shown by the books of the Corporation, 
and in our opinion the statements are prepared on a basis consistent with 
that of the preceding year, except that a provision of $1,200,000 for accelerated 
depreciation on Super Constellation aircraft was included in the 1956 accounts 
and no such provision was made in 1957. 


We further report that in our opinion proper books of account ene been 
kept by the Corporation, and the transactions of the Corporation that have 
come under our notice have been within the powers of the Corporation. 


We are also submitting a supplementary explanatory report. 
February 20th, 1958. 


GEORGE A. TOUCHE & CO. 
Chartered Accountants 


Significant Statistics 


1957 1956 % change 
Revenue Passengers ....... .. 2,392,713 2,072,912 +15.4% 
Seat Miles Made Available 
COO0 SJ Gs ieee woe ana meen 1,959,830 1,631,238 +20.1% 


Seat Miles Occupied (000’s .. 1,385,777 1,191,784 +16.3% 
Revenue Passenger Load 


Wactor vise ten ete cei seems 70.7% 73.1% 

Mail Ton Miles (000’s) ...... 9,855 8,613 +14.4% 

Express Ton Miles (000’s) .... 2,570 2,548 + 1.1% 

Freight Ton Miles (000’s) .... 12,903 11,928 + 8.2% 

Ton Miles Made Available 

CUTTS eee se ae een Ay AT per weet 273,431 235,934 +15.9% 

Ton Miles Used (000’s) ...... 162,577 141,778 +14.7% 

Weight. Load -Factor: 2.2.2... 59.5% 60.1% 

Total Aircraft Miles Flown | 

COOO SI? y.  eSE ee ites — 46,667 41,039 +13.7% 
% Scheduled Miles Completed 97.5% 95.6% 

Average Number of Employees 9,480 8,788 + 7.9% 


Seat Miles Made Available per 
. Employee Sa ete Pi taoPe Ey ite, vere 206,733 185,621 +11.4% 
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The CHAIRMAN: Gentlemen, you have heard the president’s report. 

Mr. CHown: Are you having any difficulty in unloading these DC-3’s? I 
presume there is a ready market for them? 

Mr. McGregor: The market has deteriorated over the last year and a 
half because other airlines are in the same position of having surplus DC-3’s. It 
is a little early to say, however, I think all the DC-3’s that have become 
redundant to the fleet requirement will have been sold within the next few 
weeks. 

Mr. SmitH (Calgary South): Could I ask how you intend to proceed with 
the examination of this report? I would also like to know what the position 
is in respect of discussions that have taken place previously in regard to 
competition with T.C.A. 

The CHAIRMAN: I think in regard to the first portion of your question, 
Mr. Smith, that we will proceed as we did in regard to the annual report of the 
C.N.R. We will proceed with the subjects listed under the headings in this 
report. 

Mr. BRooME: What about the second part of his question? 


Mr. SMITH (Calgary South): The point I raised was, in the evidence of a 


previous meeting there was some discussion with respect to the T.C.A. and 
competition. 

The CHAIRMAN: You are speaking of competition of private ownership? 

Mr. SMITH (Calgary South): I had in mind transcontinental competition. 
However, it has occurred to me that this may not be relevant to this particu- 
lar discussion. I think we should have a discussion in this regard and if it is 
going to be introduced I would like to know at what point in these proceedings. 

The CHAIRMAN: I do not think such a discussion relates to this report. 

Mr. McGrecor: I might mention the fact that there have been applications 
submitted for transcontinental routes by two other carriers. An application 
was made to the Air Transport Board. The Air Transport Board has declared 
its intention of having a hearing. I think perhaps it would be prejudicial to 
that hearing if this subject were discussed here. 

Mr. SmiITH (Calgary South): I agree with that settlement. That is the 
reason I asked the question. ‘ae! - 

Mr. FISHER: Is there a possibility that we will be allowed to discuss the 
Wheatcroft report? 

Mr. HEES: As I said in the House of Commons, Mr. Chairman, that report 
was primarily made for the guidance of the Air Transport Board in examining 
this whole matter. I think it should be treated as such. I do not intend to 
discuss it here. 


Mr. CHEVRIER: Mr. Chairman, surely there must be some possibility of dis-— 


cussing competition generally? I can well understand the reason for not dis- 
cussing the application which is before the Air Transport Board, which is a 
semi-judicial body and is to some extent raise judicata, but surely we can, 


without going into that, get Mr. McGregor opinion in regard to competition. 


For instance, what does he think about competition by another airline 
or by other airlines having regard to the increased cost of these new aircraft, 
and having regard to density of traffic for instance? Surely there would be no 
objection to that type of discussion. 

The CHAIRMAN: This might be desirable and interesting from your point of 
view but I do not think it would be fair to Mr. McGregor as president of T.C.A. 
to put him on the spot as to his opinions of competition. 
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Mr. SMITH (Calgary South): There is, in Mr. McGregor’s own words, his 
opinion expressed in the brief to the royal commission which dealt with this 
subject rather extensively. I am sure this would be of interest to those who 
have not seen it. 


The CHAIRMAN: This subject does not come within this committee’s review. 


Mr. SmitH (Calgary South): I agree with that statement but I am sug- 
gesting that if members wish to know what Mr. McGregor’s opinion is, it is 
contained in this brief. 


Mr. CHEVRIER: I am not going to put anyone on the spot, least of all Mr. 
McGregor; but it is a silly decision, with all the respect I owe the chair, to 
consider the operations of T.C.A. and not to discuss competition. If it is the 
decision, I abide by it. 

Mr. HrEEs: I do not think there is any desire to limit the members of the 
committee in the expression of their ideas in respect to competition. As Mr. 
Smith said, Mr. McGregor’s views as to competition were expressed a long 
time age and before there was any thought of the hearings which will take 


-. place quite shortly. But in view of the fact that there is a hearing pending 


dealing with this whole matter I think it is not right that Mr. McGregor should 
be cross-questioned on his ideas about competition having to do with specific 
routes, or in general. His general ideas are available there for anyone to read. 
I think it is much more appropriate to proceed with the examination of the 
operations of T.C.A. 


Mr. CHown: I think that the minister is absolutely right. 

I would like to ask the president of T.C.A. about the interchange which 
took place in Winnipeg over the removal of the maintenance facilities there 
in reference to these new aircraft which are coming into operation in 1960 
and 1961. Do you intend to retain a general residual there in Winnipeg? 


Mr. McGrecor: I made an announcement to the personnel of T.C.A. at 
Winnipeg last year when the decision was taken to locate the maintenance 
and overhaul people who would look after the Vanguard and DC-8 aircraft 
at Montreal and I informed them that it was not the intention to move any 
of the facilities or the personnel out of Winnipeg with the exception of three 
or four small groups. They were dealing with aircraft such as the North 
Star, DC-3 and Viscount, and it was foreseen that the growth of the Viscount 
fleet would off-set the reduction in work represented by the retirement of the 
DC-3’s and the eventual retirement of the North Stars. 

I also advised them it was the intention to leave the Viscount operation, 
which will eventually number 51 aircraft, in Winnipeg, and that the aircraft 
will continue to be overhauled there through 1965. 


Mr. Broome: Could Mr. McGregor supply to the committee figures as to 
the yearly earnings per employee? Does a T.C.A. employee earn $8,000 for 
the company, or $10,000, $15,000, $18,000 or whatever it might be as compared 
to employees in half a doezn fendats airlines in North America? That would 
give us a key to the staff as compared to company earnings in the way of 
sales. Do you understand what I mean? 


The CHAIRMAN: You mean employee productivity? 
Mr. BROOME: Yes. 


Mr. McGrecor: I suggest it does not give you a key because of the rather 
unusual financing of T.C.A. Last year the company earned $400 thousand-odd 
on $100 million gross which is obviously dangerously small but, on the 
other hand, T.C.A. is so financed that nearly all of its capital is in the form of 
debentures and therefore that figure represents net earnings after the interest 
has been paid, on nearly all the capital. 
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All other airlines of which I know are financed in almost exactly the 
opposite manner with a substantial amount of capital stock and equipment 
trusts and the interest charges on the relatively small amount of debt capital 
would be much less than in the case of an airline financed basically by bonds 
and debentures with only a small proportion in stock. 


The CHAIRMAN: If you figured it on the basis of $400,000, and 10, 000 
employees, the productivity would be $40 apiece. 


Mr. Broome: I do not think Mr. McGregor understood my question. My 
question would reflect, at the start, on the profit of the company, but what 
my question was is this: what is the number of the employees compared to 
revenue of the company of the T.C.A. as compared to other ones in other 
countries, to see whether or not T.C.A. is over-stocked? Is T.C.A. operating as 
efficiently as other airlines? I think that is one method of comparing airline 
operations. 


Mr. McGrecor: I would like to submit that that has been attempted penore. 
One of the methods used is to take the number of employees and divide it into 
units of transportation. That is probably a little better than comparing it against 
net or gross profits, but that again is no measure of a comparison between one 
airline and another. 

A very large British airline, for instance, has nearly all its engine overhaul 
work done by other companies. Obviously no comparison of number of em- 
ployees against volume of work produced is valid unless the companies being 
compared have adopted the same policy with respect to having work done by. 
outside contractors. 


Mr. BRooME: Then how do we compare the efficiency of the T.C.A. with 
other airlines? 


Mr. McGreGor: There are several ways. The amount of production I would 
expect, in dollars and cents, in the case of the T.C.A. in relation to other airlines 
is a satisfactory method. 

I can give you the figures of the net losses achieved by other airlines for 
the first three months of this year. 


Mr. FRASER: Just the losses? 


Mr. McGrecor: There are profits, but not too many. American Air Lies had 
a profit of $1,950,000 for the first quarter of 1958 as against $2,165,000 for the 
first quarter of 1957. B.N.F. Air Lines had a profit of $667,000 for the first quarter 
of 1958 as against $627,000 for the first quarter of 1957. C.A.P. Air Lines had 
a loss of $670,000 as against a loss of $992,000. Eastern Air Lines has a profit 
of $5,500,000 as against $8,016,000. National Air Lines has a profit of $1,323,000 
as against $3,125,000. North East Air Lines has a loss of $1,351,000 as against a 
loss of $843,000. North West Air Lines has a loss of $1,900,000 as against a 
loss of $1,300,000. Pan American has a loss of $7,407,000 as against a loss of 
$2,138,000. T.W.A. has a loss of $10,167,000 as against a loss of $7, 292,000. 
U.A.L. Air Lines has a loss of $578,000 as against a loss of $1, 586,000. 


Mr. Cuevrier: Are the American airlines subsidized by the American 
government? 


Mr. McGreEGor: In some cases, yes, and in others, no. In the case of the 
four major carriers I believe there is no subsidy figure included in the figures 
I gave you. That is decided at the end of the year. At one time, you will 
remember, a subsidy was paid in the form of mail pay. More recently mail pay 
was calculated to cover costs and a reasonable amount of profit for the carriage 
of mail, and any company which ended the year with a financial deficit was paid 
a subsidy earmarked as such. 


>, ab SRA 
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Mr. SMITH (Calgary South): Recently at a meeting of various airlines, they 
made it quite clear that the reduction of net income was due to a very large 
capital cost of operation which has grown as we have seen in a number of 
other businesses. But, I notice in your statement that part of the $1 million of 
_ reduced total net income can be shown in the income from operation of T.C.A., 
-and I think it is something like $765 thousand-odd. Is that of any particular 

significance this year in the operation of the airline? Otherwise is there any 
particular reason you can amplify other than your one reference to it in the 
statement? 

Mr. McGreaor: That is dealt with at page 6 of the annual report. First 
of all your analysis is quite correct. But the answer to your question is, as I 

mentioned, the costs of the ingredients of the product are going up steadily, 
_ particularly labour. I have also mentioned fuel and landing fees as being signi- 
ficant. The company was faced with respect to its operating budget in 1957 with 
over a million dollars of unforeseen expenses which were not included in the 
budget calculation and were completely outside the control of the company, these 
were the rise in the cost of fuel and landing fees and the two cents a gallon tax 
- on gasoline boarded in Ontario. 
Mr. BRooME: What was the extra cost in regard to landing fees? 


Mr. McGrecor: The cost of landing a DC-3 at Canadian airports rose from 
$3.30 in 1956 to $5.40 in 1957. I can give you the percentage increase if you wish. 

Mr. Broome: What would that mean in thousands of dollars per year 
extra cost for the same number of landings? 

Mr. McGrecor: $145,000. That is for a six-month period when the in- 
crease of rate was in effect. It would be close to $300,000 over an annual 
period. The same applies to other aircraft, but the DC-3 had the largest 
percentage increase. 

Mr. CHEVRIER: You mentioned something about the cost of labour; what 
about the cost of aircraft, is that a contributing factor to your financial position? 


Mr. McGrecor: Yes, in two different ways; first of all the higher invest- 
ment in the aircraft increases the interest cost and we are replacing obsolescent 
aircraft with modern equipment, such as the Viscounts at the present time. 
These new aircraft come under depreciation whereas the aircraft they are 
replacing, the DC-3’s and the North Stars have been fully depreciated down to 
their residual value for some years. In acquiring new aircraft we confront 
ourselves with both increased interest charges and depreciation. 


Mr. SmitH (Calgary South): Your cost of operation through purchase of 
new aircraft is much more efficient. 


Mr. McGReEGor: Yes, very much. 


Mr. CARTER: What would be the biggest item in your $24 million of 
operating expenses? It is still a pretty large percentage of your total. 

Mr. McGrecor: That is mostly due to the type of flying done. You see 
we increased the capacity of the airline by 20 per cent the expenses went 
up by 16 per cent. 

Mr. CARTER: You set out salary and wages, fuel and oil, maintenance 
materials, depreciation, and then you say, “all other”. “All other” is $24 million 
as against $11 million for maintenance. What would be your largest item 
in that $24 million? 

Mr. McGrecor: “All other” is made up of rentals and utilities, that is 
telephone, light and services of that kind. That is up 16 per cent, and represents 
$7 million. “Other services and expenses”, $3,400,000; that is up 8.3 per cent. 
Service to company personnel is $3 million, up 12.3 per cent. © 


Mr. BRooME: What does that mean? 
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Mr. McGrecor: Travelling expenses primarily. 
Mr. Broome: $3 million for travelling? Do they not travel T. C.A.? 


Mr. McGrecor: Yes, but they have to stay at hotels when they get there, 
and it includes the movement of personnel on transfers and a large proportion 
is movement of crews which are going out to pick up a flight or coming back 
from completing a flight. 


Mr. FRASER: Would that include the hotel expenses where you have a 
layover and have to look after the passengers? 


Mr. McGReEGoR: Yes, but not company personnel. 
Mr. FRASER: No, but passengers would come out of “all other’’? 
Mr. McGrecor: Yes. 


Mr. FisHER: Have you a division of what you receive through tourist fares 
and first-class fares? 


Mr. GorDON: Yes. 
Mr. CHEVRIER: How many categories are there? 


Mr. McGrecor: There are two domestic and four, I regret to say, on the 


trans-Atlantic. 

Mr. CHEVRIER: Why do you say you regret it? 

Mr. McGrecor: Four is too many. It complicates the handling and it is 
confusing to the passenger. It is a matter that has been regulated by the 
International Air Transport Association and this particular regulation will 
I think be modified at the next traffic conference. 

Mr. CHEVRIER: Is that the economy, tourist, first-class and deluxe? 


Mr. McGrecor: Yes, economy, tourist, first-class and deluxe, and in some 
carriers there is a fifth category if you buy a berth. 


Mr. CHEVRIER: Has that been in operation for just a year? 


Mr. McGrecor: Since last April. I will now answer the question about 
the proportion. North American first-class produces $58,700,000 and tourist 
$11,900,000. From overseas first-class we produce $3,114,000 and_ tourist 
$12,732,000. 

Mr. FISHER: Why the tremendous difference there in ratio between the 
trans-Atlantic and the others? 

Mr. McGrecor: Well, the demand on the trans-Atlantic due I think to 
the higher price of the ticket is primarily very much in favour of the lower 
categories of service. 

Mr. FISHER: Has that anything to do with the fact you do not offer as 
wide a tourist service on the domestic lines? 

Mr. McGrecor: No, I do not think so. 

Mr. FISHER: I am interested in the line going into Fort William; in most 
eases it is a tourist fare in there. 


Mr. McGrecor: First-class. 
Mr. CHEVRIER: Which is the most profitable part of your operations? 
Mr. McGrecor: The trans-Atlantic. 


Mr. CHEVRIER: How do you divide them up? Would you tell us eat 
the four or five divisions of your operations are and how they fare financially? 


Mr. McGrecor: Yes. There are only two main divisions. That is what we 
call the domestic operation which includes the Canadian and trans-border 
operations to the United States and the other major division the overseas 
section which includes the trans-Atlantic and the Bermuda, Caribbean, and 
Florida services. Of the two, the overseas operation is the more profitable. 
The rate per mile on trans-Atlantic, for instance, is in the order of 7.45 cents 
per passenger mile, whereas in the domestic operation the average is 6.14 cent. 
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Mr. Broome: Could you indicate whether your picture is showing any 
improvement this year over last or is that a question that should not be asked? 
I am referring to the first quarter. 


. Mr. McGregor: No, the picture this year is worse than last year for the. 
first quarter and for that matter for the first half. 

What is happening is that as the total volume of air transportation 
increases, this very heavy seasonable fluctuation between winter and summer 
tends to increase. 

By the same token, ihe net profit for the month of June was the highest 
in our history. So I think that the overall results for the year may be in 


- the same order as was the case in 1957. However, the extremes of off season 


loss and on season profit are increasing in magnitude. 
Mr. Broome: Is it fair to say that T.C.A. does have an advantage in its 


_ lower financing costs, and this must surely be reflected in a fairly good state- 


ment because you do pay less for your money? 

Mr. McGrecor: I do not know that we do. We pay over four per cent 
for our money. 

Mr. Broome: I do not know of many private firms that get it for four 
per cent. 

Mr. SMITH (Simcoe North): Referring to the first class and tourist fares 
on short hauls, would there be any appreciable difference, for example, if 
there were a tourist service between Ottawa and Toronto? Would the fare 
‘be substantially lower? 

Mr. McGreaor: Yes, it would be. The relationship between the two is 
about 20 per cent. 


Mr. SMITH (Simcoe North): Even on a short haul? 
Mr. FISHER: Isn’t that enough of an incentive to create more users? 


Mr. McGrecor: It does not seem to be. We operate a tourist service 
between Montreal and Toronto which is slightly longer than between Ottawa 
and Toronto, but the proportion of people who request tourist service is about 
in the order of 18 to 20 per cent. 

Mr. Broome: Is that not significant? The reason for it is that for people 
who are inclined to go airborne with air services, there is a considerable 
difference in income. I refer to those who take airline service and the difference 
in the cost for lower or cheaper forms of transportation. If they wish to go 
by air, they prefer to go with first class service. 


Mr. McGrecor: I think that is right: 20 per cent, of a long-haul ticket 
represents a substantial saving but people do not pay much attention to the 
small actual discount it represents on a short journey and they like being 
given a meal and the other amenities of first class. 


Mr. SmitH (Calgary South): I do not think anyone would question that, 
and as a good commercial pilot I agree that your line is one of the finest. 

I am sure you are aware, however, that there has been considerable criti- 
cism of what we might call the ground practice, such as ticketing, the dis- 
patching and so on. 

Some of it may be justifiable and some not. I wonder what your airline 
has done with reference to making such a survey as it can to improve this 
situation, assuming that a good proportion of the criticism is legitimate? 

I know of certain areas where you have improved your dispatching and 
ticketing; but when a passenger does not know that there is going to be a flight 
and then finds that there is one, for instance, and he is not given an indication 
that the flight was available, there is resentment. 

Would you care to comment on the public relations of your airline and how 


'e they could be improved? 


=< 
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Mr. McGrecor: I would like very much to talk on that subject because we © < os 
have probably spent more money on this particular phase of our operation 
than most airlines. However, that is one of the things that a service organiza- t 
tion in our opinion should stress very strongly. 

I think I should begin by saying that this business about once again: 
“T.C.A. is wonderful in the air, but it stinks on the ground,” is said of every 
airline, mostly by the nationals of the carrier referred to who travel over it. 

I have spoken with the administration of the larger American airlines and 
I find that the phrase is a standard one. The reason for it, of course, is that 
when the passenger gets into a difficulty in connection with air transportation 
he is confronted by the man behind the counter or by the girl behind the 
telephone. 

Because the difficulty, as in the case of the tough steak and the waiter in 
the restaurant, is always brought home to him by an individual who has had 
nothing to do with it—such as to advise him that a flight is delayed, whereas 
the actual cause of the trouble in probably 99 cases out of 100 as nothing to do 
with the clerk who is in contact with the traveller or with the potential 
traveller. 

But to get back more to your question; we carry on two complete surveys yy 
a year, one in the winter-time and one in the summer, with questionnaires Ea 
which are sent out to a random selection of about 1500 passenger names and 
addresses which appear on our reservation lists as having travelled during the 
previous two months. 

The answers to those questionnaires—they cover everything from food 
to handling of baggage and reservations, irregular operations, flight informa- 
tion, schedules and all other facilities—are tabulated both against the previous 
survey of the year before and the whole string of surveys which have now © 
gone on for five years. 

In addition we have comment cards installed in the aircraft for any com- 
ments from passengers. 

You might be interested in the figures for the number of passengers carried 
in relation to the commendations we have received and the complaints. 

In 1957 we carried 2,390,000 passengers and we received commendations > 
from 5,250 people, or 2.2 commendations per thousand passengers carried. 

We received 3,797 complaints or 1.6 complaints per thousand passengers 
carried. 

These figures compare with 1956, if you are interested, when the total 
carried was 2,066,000 from which we received 5,020 or 2.4 commendations per 
thousand passengers as against 2.2 in 1957, and similarly we received 3.579 
complaints or 1.7 per thousand passengers, so that the ratio of commendations 
to complaints is better than 5 to 4. 

I think it is also true to say that people are a little bit more prone perhaps 
in the heat of the moment to complain then they are to busy themselves in 
sitting down and writing a letter of commendation. 


Mr. SmitH (Calgary South): I said that some were justifiable and some 
were not. I think you will accept the idea that there is still room for 
improvement. 

Mr. McGrecor: Yes. 

Mr. SMITH (Calgary South): Is it not possible that 80 per cent of the 
complaints are caused by lack of information rather than by too much informa- 
tion, where the public is not informed? Is there any survey being carried on 
in that respect? 

Mr. McGrecor: It is a continuous one; it is part of the survey to which I 
referred. 
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Also we use a system which has been developed, I think to a fine point 
by most of the Bell system telephone companies. It is what we call an index 
measurement. Under that system each month’s phase of the operation is 
subject to a weighted index or measurement, and if that index is not moving 
in the right direction, an investigation is carried on at once to find out what 
is adversely affecting it. 

For example, the delivery time for passenger baggage at Montreal showed 
up badly at one time. But the speed has been revised to 5.3 minutes from 
something about 10 minutes. 


Mr. Broome: On the figures which Mr. McGregor gave us, the 5 to 4 
ratio, that means that 44 per cent of your passengers have complaints. I take 
it from the way you set this out that you had 5,000. 

Mr. McGrecor: I said 1.6 passenger per thousand had complaints. 

Mr. BROOME: Doesn’t that appear from the sample you sent out? 

Mr. McGregor: No. This is the overall result in a year. 


Mr. CREAGHAN: I wonder if complaints from passengers are getting to the 
right source? I received two T.C.A. complaints in the last two days. Last 
week an aircraft with American passengers was supposed to land at St. John, 
New Brunswick, for customs and immigration. However, it could not land 
there, and it landed at Moncton. 

The passengers had to wait 90 minutes for immigration inspection. They 
thought it was the fault of T.C.A. 

I contacted customs and they blamed it on immigration. Then I contacted 
immigration, and both agreed it was the fault of T.C.A. that the customs and 
immigration were not advised about the re-routing. 

One of the passengers was a nine year old girl who had never been in 
Canada before, and another passenger was pretty nearly a stretcher case. 

Mr. McGrReGor: Did you check with T.C.A. to find out if they had advised 
customs and immigration? 


Mr. CREAGHAN: My last inquiry was nade to the man in charge of customs 
for the Atlantic region and he told me that the immigration people blamed it 
on T.C.A. because of the re-routing. 


Mr. SmitH (Calgary South): One of the most common complaints is that 
it is the duty of the captain to determine whether or not an aircraft will take 
off under adverse weather conditions. 

Too often I have found that it was for the protection of the passengers’ 
lives that the aircraft did not take off, yet there was no explanatory answer 
given. I realize you do not have a big enough staff to make known to people 
information of that type, so I suggest that many complaints are brought about 
by lack of information rather than by too much of it. 


Mr. McGrecor: Yes, I think that is true. But on the other hand, I think 
we can agree that aviation has now reached a point that places it in what might 
be called the mass-transportation category, and I think you will agree that under 
those circumstances it is desirable, if possible, to tend to ease off on the ex- 
‘tremely personalized handling of passengers, because if that should continue, 
when we get into 24 million passengers a year, we are headed for real trouble. 

Mr. Broome: Are you contemplating continuing short haul flights such as 
from Vancouver to Victoria? 

Mr. McGrecor: It is a workable arrangement between Vancouver and Vic- 
toria, it has been done now for the last six months, as long as the weather be- 
haves reasonably well. But if conditions arise in which there is good weather 
at Vancouver and bad weather at Patricia Bay we would probably end up 
with three or four hundred passengers at Vancouver, wondering why they 
could not be taken to Victoria. 
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Mr. SmitH (Calgary South): Has T.C.A. indicated to the board whether 
they would like to fly a route south into the United States from Calgary to com- © 
plete the triangle? 

Mr. McGrecor: Yes, indeed, and for many other routes into the United 


States. Steadily over the last four years the Air Transport Board and the 


Minister of Transport have been endeavouring to bring the United States com- 
parable authorities into bilateral negotiation but so far without success. x 

Mr. SMITH: (Calgary South): Has T.C.A. requested it? 

Mr. McGReEGor: Yes. 

Mr. CHEVRIER: What is the position with respect to the air agreement with 
the United States? I understand that for some time T.C.A. has been trying 
to get additional transport routes but without success. 

Mr. Hers: We have been trying steadily to work out some exchange of 
routes with the United States authorities. We were able to get them to sit | 
down and talk with us in preliminary discussions. I think that was last 
February, but once again these discussions seem to have faded away. 

Just recently they assured us that they will sit down and resume these 
informal discussions. 

Mr. CHEVRIER: When was the last air agreement signed between Canada 
and the United States? 

Mr. Hees: I would not know. It certainly was a long time ago. 

Mr. CHEVRIER: When is there likely to be a formal meeting with a view 
to amending the present agreement? 

Mr. HeEEs: I wish I could tell you. I am trying very hard to get the two 
countries together in an informal way to lead up to a formal meeting. 

I think you have gathered from what I have said that it seems to be a 
difficult thing to accomplish. 

Mr. CHEVRIER: Is it possible to find out what additional routes T.C.A. would 
like to get, or is that an embarrassing question? 

Mr. McGrecor: It might be prejudicial to the efforts being made. 

Mr. CHEVRIER: Very well, I shall not insist. 

Mr. McGrecor: I think the last formal amendment to the bilateral agree- 
ment was made in 1951. 

Mr. FisHER: Might I ask the minister what in his opinion are the com- 
plicating factors in connection with bringing about this perfect meeting of the 
minds? 

Mr. HErEs: I would sooner not reply. But I can assure you that I am trying 
and that my department is trying. All I can say is, I have been trying and the 
Air Transport Board has been trying to get these talks going. 

Mr. FisHER: I want to make the remark that we also are under pressure. 

Mr. HEEs: I know and appreciate it, and I feel about it the way you do. I 
can assure the committee that both TCA, and the government are most 
anxious to endeavour to work out reciprocal agreements for increasing air 
_ traffic between our country and other countries throughout the world. We 

are ready to sit down and talk with anybody who will sit down and talk with 
us about arriving at reciprocal arrangements. 

Mr. SmitH (Calgary South): Any bilateral agreements then would not 
include any difficulty with reference to limited discussions in areas. Can a 
limited discussion dealing with a specific case be approved without the full 
formality of a complete agreement? 

Mr. Hees: We are trying to get full discussions and if that is impossible, 
limited discussions, and I assure you we are doing our best. There is no lack 
of trying on our hart. 
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Mr. SmitH (Simcoe North): I would ask the minister if T.C.A. or some 
other commercial airline were to build a north-south route would it provide 
additional complications for American airlines already flying those routes? 


Mr. McGrecor: In some cases, but there are several transported routes 


that might be regarded as having a good potential of traffic that there is no 
service on at all. 


Mr. Heres: And we are willing to give just as much as we get. We will 
take a route and give a route of equivalent benefit. 


Mr. CHEVRIER: Is that not almost a matter on which the joint House of 
Commons and House of Representatives committee might be helpful? 


Mr. Hees: I think it might. 


Mr. CHEVRIER: Because this unquestionably could be added to the four 
points that were discussed between the two heads of state last week. 


Mr. HEEs: I think that is a good suggestion. 
Mr. Broome: Mr. Minister, and through you to the president— 


Mr. SmitH (Calgary South): Bring it to the president’s attention next 
time you play golf. 
Is it a fair thing to ask, Mr. McGregor, if we have a good deal in connec- 


tion with United States routes into Canada versus Canadian routes into the 
United States? 


Mr. McGrecor: If you would allow me to answer the question I think at 
the present time we have a fairly reasonable saw-off. The popularity of the 


Viscount aircraft gives us a competitive advantage over our U.S. counterparts 
on the New York routes. 


Mr. SmitH (Calgary South): I meant in routes. 


Mr. McGrecor: We are carrying very many more passengers between 
Toronto and New York than American airlines and more passengers between 
Montreal and New York than Eastern Airlines. 


Mr. CHEVRIER: Your answer then is yes? 
Mr. McGReGor: Yes. 


Mr. Broome: Are you contemplating any charge for no-shows? That 
is the bane of airline scheduling to prevent no-shows. You are talking about 
mass transportation and getting millions of passengers and it would appear to 
me that no-shows are a contributing factor to your high costs. 


Mr. McGrecor: In the first place I would question the high costs in relation 
to other airlines. But speaking of no-shows, no-shows are a problem but they 
are less of a problem in Canada than in the United States by a very large 
margin. I think that is due to the average Canadian being perhaps a little 
more considerate of people he is doing business with than may be the case 
elsewhere. The no-show penalty has been tried and abandoned and tried again, 
and more recently, within the last few months abandoned yet again, and the 
reason for it is fairly obvious. If a man presents a ticket on a flight for the 
previous day and for which there was no notice of cancellation and said, “I 
would like my money back,” or “I would like to take another flight,” if he is 
confronted with a financial penalty all he has to do—and in many cases does— 
is say, “Oh, I called up your office, I said I was not going on that flight, I was 
talking to some little girl, I don’t know who she was, but I cancelled’, you 
are then confronted with the problem of calling your potential customer a lar 
or giving him his money back. 

The CHAIRMAN: And he won’t be back? 


Mr. McGrecor: That is right. 
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Mr. SmiruH (Calgary South): I wonder if Mr. McGregor ‘yrould: give 
a breakdown of the actual sections or divisions of T.C. A. in Canada." I oe 
you have section lines? . 
Mr. McGrecor: Yes, we call them regions. 
Mr. Smitu (Calgary South): Would you give us those regions? | 
Mr. McGrecor: Yes. The western region extends from the west Conse Is 
as far east as and including Winnipeg, the central region from that boundary 2 
east to Montreal, and the eastern region from Montreal, to the Maritimes, and | 
then there is the overseas region which is the operation I described before. 
Mr. SmuitH (Calgary South): Do you not have a further breakdown ae 
between regions in which you keep your crews? AG ie 
Mr. McGregor: We have three crew bases. That is not to be confused 4 
with the region divisions which I described previously. ‘ ban 
Mr. SmitH (Calgary South): What are these three crew bases? (Me a) an 
Mr. McGrecor: Vancouver, Winnipeg, Toronto and—I am sorry there are s 
four—Montreal. - on 
Mr. SmitH (Calgary South): Was Winnipeg sae just ets Je 
preference to another city? 
Mr. McGrecor: No, I think Winnipeg has been a crew base for a long time. aan * 
I think there was a consolidation in Winnipeg, fairly recently. - Net i. 
Mr. CarTEeR: Mr. Chairman, I have a few questions but while we are on oe 
this international thing may I ask if any consideration has been given toe aa < 
improving the service flights to Sault Ste. Marie? At the present time you ai 
have to go to Toronto and wait a long time. - 
Mr. McGrecor: The reason for that is that we use a United States army ex ay 
airport on the south side of the border at Sault Ste. Marie and they ents : Se 
closed it to Viscount service while they carried on a runway expansion Digs 


The situation will be cured, we are assured, in November. OB 3 
Mr. CarTeR: And what is the situation in respect to Kinross? wil that a 
airport be able to carry that flight? SOne et 
Mr. McGrecor: Yes, and I believe the Department of Transport have some i 
work going on in that area. ee 
Mr. CHEVRIER: Are we still paying the capital expenditure on the operation - o 


at Kinross? : ct Sa a 
Mr. HEEs: I am afraid I do not know. oy iS is 
Mr. FISHER: Can the president file a tabulation of the number of passengers me 
lifted at the various points across the country? * ie ech : 
You did in 1956 and I would like to have it on the record. = 
Mr. McGrecor: The number of passengers boarded by points? eT Cage 
Mr. FISHER: Yes. Yeh 7 


Mr. McGrecor: We can do it, but I do not think it has ever been submitted 
as part of this report. 


Mr. FISHER: In 1956 it is in the record. ? oe is 
The CHAIRMAN: You are still dealing with service, I presume? Bee. / -. 
Mr. SMITH (Calgary South): I would like to ask one more question on es 
service, : Me 
On one flight in your constellations you showed, or did show—I may e : 


seta it ee a out ae Se eoncne the passengers were assisted by a steward 
and two stewardesses. elieve in actual fact that that ae 
been carrying a stewardess and a steward. is neh so theta TaN os 

The information I have is that the crews find the 
the size of the aircraft. 


ze et 
“ gi hoas it 


y are awfully busy with 
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Mr. McGrecor: You are speaking of trans-continental? 


Mr. SMITH (Calgary South): Yes, of flight eight, as a matter of fact in the 
Super Constellations. 


Mr. McGrecor: Mr. Seagrim would you like to comment on this? 


Mr. H. W. SEAGRIM (Vice-president of operations, Trans Canada Air Lines): 
We did operate a three person cabin crew on Super Constellations for quite a 
period of time and we found—I think as a matter of fact all the flights were 
not busy enough, and when we investigated the situation as to what other air- 
lines were doing on a similar type of trans-continental operation and similar type 
of aircraft, we found a two-person crew was standard, practically an industry 
standard. 

| We reverted to that on the understanding that some are kept quite busy 
Bid the average flight not. 


Mr. SMITH (Calgary South): While we are on the subject of stewardesses, 
do you find that the lowering of the standard of your service in which your 
stewardesses are not R.N.’s is still maintaining the proper standard in the 
service? 


Mr, McGREGoR: Yes. 


Mr. CARTER: May I ask about how the Viscount flight is working out to 
Torbay? If I remember in a former committee I think you said that it was 
not quite feasible because of the length of flight possibly. 


Mr. McGREGorR: We have been worrying about the regularity of the Torbay 
flight. It started, as you know, late this spring and so far it has done well 
under summer conditions and we are very much hoping it will continue to, but 
as I pointed out to you the range limit of the Viscount is not sufficient to start 
it off on a flight to Torbay under doubt weather conditions have it arrive there 
and find the airport is below weather limits and have sufficient remaining fuel 
to return to the mainland. 


Mr. SmiTH (Calgary South): You have reduced the status of stewardesses 
so it is not necessary to be a registered nurse, but I think you also employ on 
your staff a fairly large number of non-Canadian citizens. I would like to know 
the number of non-Canadian citizens you are employing. There are a number 
of foreign girls who are acting as stewardesses. 


Mr. McGreEGor: We have several English girls. 
Mr. SMITH: (Calgary South): I was not referring to English specifically. 


Mr. McGREGOR: We have employed legitimate immigrants to Canada where- 
ever they met the requirements. 


Mr. SMITH (Calgary South): Canadian citizens? 
Mr. McGrReEcor: Yes, or in the process of becoming Canadian citizens. 


Mr. Pascoe: Mr. Chairman, I would like to ask Mr. McGregor a few ques- 
tions in regard to Saskatchewan. Two cities out there, Regina and Moose Jaw, 
40 miles apart, Regina has poor T.C.A. service and Moose Jaw none. Is the 
fact that they are 40 miles apart, does that preclude the possibility of T.C.A. 
service? 

Mr. McGrReEGor: It is not that, we have other ee to other cities where we 
fly equally short distances. 

The primary reason is that the company’s plans call for the implementation 
of aircraft requiring pretty long runways and it was obviously going to be 
extremely expensive to have viscount-type runways in all these places. You 
will know similar points that have service such as Moose Jaw, Medicine Hat, 
where due to the empire air training plan they had airports that would other- 
wise probably not have been constructed. 
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Mr. Pascor: We have a large airport near there. I wonder would that pro- 
vide us with service? ot ; x 
Mr. McGrecor: I am not sure the airport could use Viscounts. - 
Mr. Szacrim: No, I do not think so. There is may be one runway suitable © _ 
for Viscount operation. iS ak 
Mr. KENNEDY: I would like to ask for some advice. This is in connection 5 
with the maritime region. Down there, to meet a flight, for instance, when Bao 
you have somebody arriving and you may have to drive 70 or 80 miles to the af 
airport, in the meantime the flight gets mixed up with weather and that effects — Bs 
it in two ways. It may be diverted to any airport like Greenwood 100 miles 
from Halifax or also if the weather is more foul it is put off. four 
You get to Halifax and the fellow that was leaving has not left, and he ee 
gets there and he says: “What the hell is going on’’? a 
The CHAIRMAN: Drive 100 miles to another place, oe 
Mr. KENNEDY: I had an actual experience. I phoned the airport and Loked cs 
them to page a fellow who was waiting and had gone from Montreal but his 
flight was delayed until late. They never contacted him. He had been meeting __ 
a flight at 2.30 and the fellow he was meeting had not actually got on the 
plane at Montreal. , ie 


Mr. McGrecor: Any sea coast area is subject to very sudden weather kaa 
changes and I can understand your friend being disgruntled at the in- 
convenience which he experienced. | 


Mr. KENNEDY: Is there no way a passenger list could be diasateneet to the ; 
terminal and then the terminal will know what passengers are on that tee 
and know where they are going? . 


Mr. McGrecor: That is normally done and why it was not possible to set 
in touch with him I do not know unless he left the passenger waiting room. 
That is a condition we hope will improve at Halifax with the new airport, ; 
but it is not easy to remedy it at Dartmouth. 


Mr. SMITH (Calgary South): The point I had with regard to stow deeees : 
non-Canadian stewardesses, I understand you are recruiting people for T.C.A. 
services. 

Does that indicate that even though you reduced the qualifications of those _ 
who were eligible to become stewardesses that you are running short of Ee | 
number of people who are capable of being stewardesses? 


. aS key 
—— a 74 


Mr. McGrecor: I would not say we are carrying on any active recruiting 
of non-Canadian, but we are glad to get people for air service, either stewards 
or stewardesses who are multi-lingual. As you know the Europeans tend 
be very much more multi-lingual than Canadian. 


Mr. FRASER: May I ask a question? I asked Mr. McGregor some time ago __ 
regarding the Chicago station. Have you done any improving there? I have 
not been in there for over six months, but six months ago it was not very good. 

Mr. McGrecor: I think you will find it is cleaner. : | - 


Mr. FRASER: That would be some improvement. It was certainly VEE a 
irty. 


s 


Mr. McGrecor: As you know an airline is just a tenant in terminal build- eRe 
ings and while we can criticize we cannot insist on renovations, but I think you ~ es 
will find conditions have substantially improved when you next visit Chicago. — 


Mr. Fraser: I think you should have somebody on your desk instead of ee. 
having to ring a bell. 
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Mr. McGrecor: I think we have somebody on the d . 
We have eight flights daily in there. e desk all the time now. 
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Mr. FRASER: Well, I have not been there for the past six months. There 
was no one on the desk then. 


Mr. FISHER: In connection with this table that I asked for that was filed 
two years ago as appendix E, boarding passengers in Canada, I think it is too 
technical, and would not be capable of being reproduced in the record, and I 
wonder if you could arrange for something in less detail. 


Mr. McGReEGorR: We will certainly do that. 


Mr. MITCHELL: I wonder if I can ask Mr. McGregor if there has been any 
consideration given to Sudbury being used as a port of call in services from 
Sudbury from Montreal or Sudbury to the head of the lakes or even further 
west. At present to go through to Winnipeg we must go to Toronto and then 
to Winnipeg and the same when we go to Ottawa or Montreal, we have to 
detour in each case for these two cities. 

Viscount service has been inaugurated in Sudbury now and I am wonder- 
ing if you have any chance to say that if the traffic is good from Sudbury, either 
east or west, that a flight from Toronto to Winnipeg west, would warrant 
dropping down to pick passengers up or disembark passengers. 

Mr. McGrecor: We keep records of all requested traffic and carried traffic, 
and that is the sort of record that produced the commencement last year of 
the service between Ottawa, Windsor and Winnipeg and presumably if the 
traffic at Sudbury is sufficient that sort of an operation would be supplied 
to Sudbury or any other point. 

Mr. MItTcHELL: In other words you are studying the traffic there to see 
if it could be feasible? 

Mr. McGrecor: We do at all points in the system, yes. 

Mr. SmitH (Calgary South): May I ask a question supplementary to that? 

Before scheduling each year in which you determine the time, routes, and 
location of flight areas, is any consideration given to a situation which we 
experience in Alberta, where T.C.A. is consistently late in meeting the Western 
Air Lines which carry traffic to Lethbridge and has consistently left pas- 
sengers stranded in Lethbridge en route to Calgary. Is there any coordination 
in your schedules? 

Mr. McGrecor: There is no coordination between T.C.A. and Western 
Air Lines. 

Mr. SmitH (Calgary South): Why? 

Mr. McGrecor: Because they are deliberately evading coordination of 
timetables and have for the past five years. The reason might be that they 
think it improves their changes of getting into Calgary. 

Mr. Carter: In the president’s opinion does he think it might be feasible 
to put in a non-stop flight from Montreal to St. John’s, Newfoundland? 

Mr. McGrecor: I would not like to venture a guess. 

The CHAIRMAN: Are there any other questions? 

Mr. BrooMeE: On a question that is rather dear to my heart, could the 
president file with the committee a summary of passes issued during the 
past year? 

The CHAIRMAN: To members of parliament, you mean. 

Mr. CartER: No, passes classified by categories. 

Mr. McGrecor: I can read it into the record or file it. 

The CHAIRMAN: I think it would be agreeable if you filed it. 

Mr. FISHER: Supplementary to that question, we know from the minister’s 
statement to the house he had a report from T.C.A. on the question of passes 
for members of parliament. Could the minister give the president permission 
to let us know what the substance of that report is. 
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Mr. Hers: I will be very glad to give it to you again. I simply asked — 


Ottawa. 4 
The CHAIRMAN: Every week. ¢ 


Mr. Hees: This is just for one trip. The cost per round trip is approxi- 
mately $25,000, if you take every member of parliament. The other question 
was to find out what it would cost for these members of parliament who live ; 
farther away from Ottawa than 400 miles and who were’ given the privilege. — a 
It only cut down the cost by $3,000. The cost to send all members of parlia- 
ment living farther away than 400 miles and back again would cost $22,000 — 


per trip. 


Mr. SmitH (Calgary South): Did you make the same survey for 1,000 : 


miles or more? 
Mr. Hees: No. It is surprising how little the saving is. 
Mr. BRooME: What would the cost be for 1,000 miles or more? 


Mr. HEES: Well the more you look into it the more impossible it would be te 
to set an arbitrary dividing line. Everybody just under the dividing line would 


! “ah aig 
the president to let me know what it would cost to transport every member 
of parliament from Ottawa to the nearest airport in their riding and back to 
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be up in arms and would have all sorts of justifications as to why they needed 


the service more than the member who is a greater distance away. 


Mr. FISHER: Could the president comment on the efficacy and the difficul- _ 


ties of giving members of parliament the privilege of going on T.C.A. where 
there was space. . 


Mr. McGrecor: Well I would like to comment on that if I have the minis- 


ter’s permission. 
Mr. HEES: Yes. 
Mr. McGrecor: Our own employees travel on what is called the space 


available basis.. At least some of them do. The number is decreasing in spite . 


of the size of the company. We did a survey some time ago and we found that 
of an estimated 400 employees for one week in the summer time who sought 
their vacation pass, 150 of them had an interruption to their flight arrange- 


ments due to deplanment. The thought that out of 400 attempted journeys by 


members of parliament 150 of them might be deplaned enroute, is too much for — 


me to face. . 
Some Hon. MEMBERS: Hear! Hear! 
Mr. HeEs: He is having enough trouble with us as it is. 
Mr. SMITH (Calgary South): A very logical answer. 


Mr. SMITH (Simcoe North): Are there any days of the week when traffic 
on airways is noticeably less? 


Mr. McGREGOR: Yes, in those days the family fare plan is in effect but 
we are getting into dangerous ground here. 


Mr. HrEES: One of the interesting things Mr. McGregor dunited out to me 
was on this particular reference and I have explored all the suggestions with 


him, and that is that the time when members of parliament would want to 
use the planes most would be at this period of the year when they would be 


going home for good. 


Mr. BROOME: We are allowed that anyway—going home for good. The 
normal session is from January to June. ye 


Mr. HEEsS: I was thinking more of an extended session which might Tuny 75) 


later than usual. It has happened in the past when they have said, “I have 


to get home and get back”. That is the time when T.C.A. is having its peak | ; 


summer period and there is a chance of getting bumped off and not having 


an uninterrupted trip. 


<, 
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The CHAIRMAN: I think we should stick to services and equipment rather 
than free rides for ourselves. 


Mr. SMITH (Calgary South): I realize the limitations T.C.A. has in control 
of this question. You have a number of airports, many of them municipal, 
being constructed in Canada. You have the obvious example of one in Edmon- 
ton. It is going to be 18 miles from the centre of the city. One of your prob- 


lems is competition with other forms of traffic. Is there any way in which 


T.C.A. or for that matter the Air Transport Board can sit and make municipal 
and government officials realize that you are going to lose a large proportion 
of your traffic if we continually put our airports so completely outside an area 
without having regard to the time a person has to spend to get into the city 
again. 

Mr. McGrecor: There are many facets of this particular problem. Cer- 
tainly we always regret to see the ground time in relation to flight time going 
up as it tends to do with traffic congestion increasing on streets and roads. It 
begins to make the time saved in the air by faster aircraft, disappear because 
of the increase in time consumed in ground transportation. On the other hand 
we must be careful in advising the Department of Transport on this point to 
avoid the condition in which an airport located too near a civic centre is 
surrounded by new housing, particularly with the noise nuisance that we can 
look for to some degree with jet aircraft. : 

Mr. SmitH (Calgary South): That is my point. I think many municipali- 
ties today are making provision of not issuing permits in built up areas to 
encroach upon the area that you will require for jets. It seems to me that 
some job should be done to see to it that we do not lose our major city airports 
through this same practice. 

Mr. McGrecor: You are perfectly right. 

Mr. CHEVRIER: May I interject? The minister knows I am sure, that a 
zoning act was introduced to cover that point I think three, four or five years 
ago and I would like to know how it has worked out, particularly with refer- 
ence to a city like Edmonton which is building up so fast in the adjoining area. 

The CHAIRMAN: To say nothing of Calgary. 

Mr. SmitH (Calgary South): Edmonton, the second fastest growing city 
in Canada. 

Mr. HEeEs: In my experience it is working very well. 

Mr. FRASER: May I ask a question of the president. Did you ever think of 
using “egg beaters” to carry the passengers from the city to the airport? 

Mr. McGrReEGor: Yes, we have thought of it and studied the problem closely 
and we are still not convinced that the helicopter in its present stage of 
development, at least for that particular type of work, is economical. 

Mr. FRASER: They are much more improved than what they were a year 
ago. 

Mr. McGrReEGor: Yes, they are improved but the one example of this sort 
of service that I know a little about is the New York Airways who are oper- 
ating helicopters between the three major airports of the New York metro- 
politan area. They are heavily subsidized and financially, I believe, having 


difficulties. — 


Mr. FRASER: Who subsidized them there? 
Mr. McGrecor: The U.S. Government or perhaps the New York Port 


authority. 


Mr. CHEVRIER: I wonder if we may have a word from the president on 
this question. 
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Mr. SmitH (Simcoe North): I have a question which follows what was 
asked. Has it been considered as a condition to the extension of air services 
that the municipalities affected revise their traffic regulations to provide quick 
access to and from the airport? Some of the traffic regulations taking traffic 
into airports seem designed deliberately to keep people away. Lots of airports 
cannot be moved. You have to live with them. Has it ever been discussed, if 
you are going to increase the services of the municipalities that they should 
provide better access to and from the airport? 

Mr. HreEs: I would say that is the responsibility of the municipality. As- 
they expand, they know pretty well what the developments are likely to be. 
The municipality should make provision for this planning, I think. 

Mr. CHEVRIER: The question I wanted to ask of Mr. McGregor is this. In 
view of the new aircraft you are purchasing in T.C.A. such as the Vanguard 
and the DC-6’s and so on, what is going to be the position of the present air 
service. in the large transcontinental airports of Canada? Will the runways 
have to be lengthened or strengthened because of these new aircraft. 

Mr. McGrecor: In some cases yes, but more recently constructed runways 
are adequate. 

Mr. CHEVRIER: For the Viscount I suppose the answer is that the present 
airstrips are adequate. 

Mr. McGreGor: Yes, in most cases. 

Mr. CHEVRIER: But what about the Vanguards and the DC-8’s that you 
are going to purchase within the next few years. 

Mr. McGrecor: Your remarks apply more to these. Perhaps the minister 
could answer that. 

Mr. HEES: We need for turbo-jets a minimum strip of 9000 feet. 

Mr. CHEVRIER: The airport at Uplands covers that situation. 

The CHAIRMAN: It is nearly two miles. 

Mr. CHEVRIER: And what about Malton and Dorval? 

Mr. McGrecor: Dorval is being extended and the most recent runway at 
Malton is satisfactory. Is that right Mr. Seagrim? 

Mr. SEAGRIM: Yes. ee 

Mr. CHEVRIER: Are you contemplating the purchase of any Britannias? 

Mr. McGrecor: No. ; | 


Mr. FRASER: Do you have to fix runways to stand that extra stress? 
Mr. McGrecor: They have to be strengthened and lengthened. 


Mr. FISHER: I have one question on service and complaints. I would like 
to let the president know that the constant complaint at the Lakehead against 
T.C.A. services is the impossibility to book flights in much of the year because 
there just is not the space available. I hope you will keep that in mind. 


Mr. McGrecor: In certain months of the year? 


Mr. FISHER: Yes, and that has lead to the large demand there locally for 
competitive airlines. 


Mr. McGrecor: If I could have a general word there. I referred earlier to 
the extreme fluctuation in seasonal traffic volume. T.C.A. could so engineer 
its capacity as to be able to meet peak demands but we would have an extremely 
large deficit if we did so because neither aircraft can be put out to useful work 
in the off seasons nor can personnel trained to operate and maintain them be 
fully employed in off seasons. So it is a regrettable necessity on the part of 
this or any other company that they can only engineer their capacity both 
with respect to personnel and equipment to come as close as they can to being 
in a position to meet the peak demands but not to fully meet the peak demands 
or they are certainly in financial trouble. 
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The CHAIRMAN: Are there any further questions on services and growth. 
_ We will proceed to equipment and facilities. 


Mr. SMITH (Calgary South): I have a question here, Mr. Chairman, on 
equipment and facilities. The equipment—by this I am speaking first of all 
about hangar equipment—I wonder if, as a general policy, you can indicate 
under what terms—perhaps there is not any general policy—it must be 
negociated that you will enter into any specific municipal airport in order to 
provide or share on such servicing or maintenance that you may have to do. 
I recognize that in many areas you will only service. You will not maintain 
aircraft because you have maintenance areas. I am thinking of a situation 
where—do you have a scale or is it purely by negociations that you come to 
some conclusions whether you will participate with the municipality in the 
financing of a hangar? 

Mr. McGrecor: We do not have a scale. We would negotiate in that regard 
depending upon requirements. This would depend upon conditions such as 
whether an aircraft is laid over at such a point, or whether it is desirable for 
one reason or another to have what we call a protection aircraft located at a 
point. Whether or not we would participate in the use of a hangar occupied 
by more than one airline would depend on the airline’s need for hangar accom- 
modation at that point. 

Mr. SmiITH (Calgary South): Supposing you have a situation where you 
have an aircraft available in the event that an engineer—take Ottawa as an 
example—could only make a superficial inspection, and in the event that he 
found an indication of a high r.p.m. or an engine that was not running 
smoothly, he then must take his instruction from Montreal, which is the nearest 
repair base? 

Mr. GOLDEN: In the case of Ottawa that is the case. 

Mr. SmITH (Calgary South): Yes. Is it considered that you are working 
_toward some objective where you are going to have a few more aircraft to 
make available in the event of this situation? You have only these aircraft 
spotted at three areas in Canada, is that right? 

Mr. McGrecor: This varies depending on the types of aircraft but I think 
there are something like eight or nine aircraft which are designated as pro- 
tection aircraft. 

Mr. SmitH (Calgary South): There are eight or nine centres for protection 
aircraft? 

Mr. McGrecor: There are perhaps three protection aircraft located at one 
centre, such as Montreal or Toronto. 

Mr. SmitH (Calgary South): I am interested in the areas. Are there 
three areas? 

Mr. McGrecor: For the location of protection aircraft I think that is right. 

Mr. SmitH (Calgary South): Do you consider that is adequate in keeping 
with the service and time schedules? 

Mr. McGrecor: I’m sorry there are four; Vancouver, Winnipeg, Toronto 
and Montreal. 

Mr. SmituH (Calgary South): You do not consider that with the new 
equipment and with the advent of competition that you must face that you 
may have to increase that number? 

Mr. McGrecor: I do not think so. 

Mr. Broome: You are purchasing the two Constellations in the event that 
you do not receive the Vanguards until 1961, I suppose? 

Mr. McGregor: No. We always expected to receive the Vanguards in 
1961 and still do. 

Mr. Broome: That is why you purchased the Constellations? 
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Mr. McGrecor: I thought you said that was the reason for the delay. 

Mr. Broome: No, you purchased the Constellations to tide you over until 
the time you receive your Vanguards. The Constellation is not going to be 
considered in your eventual fleet, as I read your report? 

Mr. McGrecor: No, we do not expect to be operating Super Constellations 
beyond 1961. : 

Mr. Broome: Thank God for that! 

Mr. SmitH (Calgary South): I do not suppose you are considering any 
improvements to the Constellation’s kitchens, for example? 

Mr. McGrecor: We are installing radar on Super Constellations as the 
report mentions. We have installed wing-tip tanks on all but one of them. 

Mr. SmitH (Calgary South): You are not improving the kitchens of the 
Super Constellations. I have heard that the kitchens are all substandard. 

Mr. McGrecor: I do not think they are substandard. 

Mr. SmitTH (Calgary South): You have only got one heating unit for 
coffee. 

Mr. McGrecor: We have only one heating unit? 

Mr. SmitH (Calgary South): You have only one heating element. 

Mr. McGrecor: I have not heard that the coffee making capacity was~ 
inadequate. 

Mr. CHEVRIER: On what runs are you going to operate the Vanguards? 

Mr. McGrecor: We will operate the Vanguards on the two New York 
runs and all the transcontinental runs except the non-stops and the one-stops, 
and on the Caribbean service. 


Mr. CHEVRIER: Does that mean that they will supersede the Viscounts on 
the New York run? 


Mr. McGrecor: Yes. 


Mr. CHEVRIER: What are you going to do with the Viscounts? Will you 
put them on shorter runs? 


Mr. McGrecor: I do not think we will have a surplus of Viscounts at 
that time. We are speaking of 1961, of course. I would hope that the traffic 
created on the shorter runs will fully utilize that fleet. 


Mr. BrooMeE: Will you increase the allowable passengers and baggage 
at that time? 


Mr. McGrecor: I do not think so. 


Mr. SMITH (Calgary South): Are you satisfied now, Mr. McGregor, that 
the air regulations so far as accident prevention is concerned in relation to the 
area of flight levels of your aircraft, and in regard to protection from military 
aircraft? , 

Mr. McGrecor: I would think in the main that the regulations are satis- 
factory. I would personally like to see greater segregation of military and 
civilian operations at airports themselves. I think that as a result of the 
unhappy background that the North American airlines have experienced in 
this matter of the near approach of two aircraft in flight that the regulations 
have been for the most part, suitably modified, and in certain cases, airways 
have been re-routed away from troublesome areas. 


Airlines, of course, are unhappy about that latter approach to the problem 
because it increases operating cost by increasing average flight length. How- 
ever, I think that great steps have been made in Canada particularly with 
the gradual introduction of surveillance radar. 


If I must express a personal opinion on this subject I would say that I 
would like to see, as a basic policy, an effort to segregate civil and military 
operations at airports. 
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Mr. SmitH (Calgary South): I would like to ask a question of the minister. 
Is there any attempt being made to see that such recommendations are 


being followed through where facilities are available such as ex-R.C.A.F. air- 
ports which could perhaps be allocated for private flying? 


\) 


Mr. HEES: We give as much consideration as possible to such recommenda- 
tions. Small private aircraft, for instance, are segregated in commercial air- 
ports. In Toronto, for instance, most of us know that the private aircraft are 


_ located at the Island airport, and so on. Wherever it is possible we keep these 


operations separate. 
' Mr. CHEVRIER: How many airports in Canada are joint civil and military 
operations? 

Mr. HEES: I do not know. 

Mr. CHEVRIER: Do you know the answer to that question, Mr. McGregor? 

Mr. McGrecor: No, I do not know but it is a fairly large number. 

Mr. CHEVRIER: How does that number compare with the number in the 
United States? 

Mr. McGrecor: I think there is more segregation, in proportion. 

Mr. CHEVRIER: In the United States? 

Mr. McGReEGor: Yes. 

Mr. SMITH (Calgary South): This would apply to everything west of 
Montreal. It would apply to Vancouver, Calgary, Edmonton, Saskatoon, and 
Regina? 

Mr. McGrecor: At the moment Montreal is also a military establishment in 
that the transport command is located there. This is true of Dartmouth as well. 

Mr. CHEVRIER: I suppose complete segregation would involve tremendous 
cost? 

Mr. McGREGOR: It would be very expensive. 

Mr. MITCHELL: In regard to the paragraph on personnel, Mr. McGregor, are 
stewardesses required to be registered nurses? 

Mr. McGrecor: No, that qualification was abandoned last year. 

Mr. CHEVRIER: In regard to the article on planning, I see that you are 
going to instal an overhaul and maintenance base for DC-8’s and Vanguards. 
Will that be installed at Dorval? 

Mr. McGrREGoR: Yes. 

Mr. CHEVRIER: Where at Dorval? 

Mr. McGREGOoR: I think its location is best described as the northwest area 


of that airport. It is right by Cote Vertu. 


Mr. CREAGHAN: I think quite recently, Mr. McGregor, you inaugurated a 
new run from Toronto to Moncton, New Brunswick. I wonder if you might tell 
me how that run is panning out in so far as capacity load is concerned? 

Mr. McGrecor: I do not have the load factor in regard to that flight at the 
moment. I could get it for you. 

Mr. CREAGHAN: This was only inaugurated about a month ago, is that right? 

Mr. McGreGcor: Yes. I think this flight went into effect with the June 28 
timetable. 

_ Mr. CREAGHAN: That flight was commenced because of the new supply of 
Viscounts, was it? 

Mr. McGrecor: No. The apparent volume of traffic between those two 
points, as in the case of Sudbury, coupled with the strong desire on the part 
of the airline to avoid landings wherever the through traffic is sufficient to 
support a non-stop flight. The benefits are better service, lower costs and a 


reduction in the extreme congestion which exists at most ramps at airports. 
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Mr. FisHER: Has the morale of the personnel been affected at all by the 
discussions, hints and so on of competition and possible changes in the whole 
set-up? 

Mr. McGrecor: Certainly I think there is a general feeling of concern in 
the airline as a result of the announcements that have been made and so on. 
Most of the employees I think know fairly well what the financial situation 
would be. 3 | 

Mr. SmitH (Calgary South): I put it to you, sir, that the concern would be 
in the hope that, unlike a city which only has one newspaper, a two newspaper 
city has certain advantages. 

The CHAIRMAN: We should stop the discussion in this regard right there. 

Mr. BRooME: In regard to the fares, the report states that the relationship 
between first class and tourist class fares have been brought to the point where 
they are at the same differences as they are in the United States. How do first 
class fares compare to American fares for equivalent mileage? 


Mr. McGrecor: I will have to divide this answer into three parts. 

Below 500 miles our rate per passenger mile for first class transportation 
is less than the equivalent rate for corresponding distances in the United 
States. For 500 miles the rates are identical, or nearly so. The rates are within 
1/100 of a cent. Beyond 500 miles our rate per passenger mile is greater than 
the rate in the United States. The over-all picture is almost exactly the same. 
I believe the exact figures to 1/100 is 6.14 cents in the case of T.C.A. on North 
American routes. 

Mr. BRooMeE: That is the average, you say? 

Mr. McGreaor: Yes, that is the over-all “domestic” average, 

Mr. Broome: That is the per passenger mile rate? 

Mr. McGrReEGor: Yes, and that figure includes tourist fares. 

Mr. FIsHER: Mr. Chairman, I asked Mr. Gordon a similar question. This 
question is parallel to that. Is it true, and would you comment on the general 


opinion that most of the airlines in the United States are in very difficult 
positions at the present time? 


Mr. McGregor: Yes, I think that is a fair comment. They have certainly 
represented their position as being extremely difficult. I am quite certain it is. 
I suppose it is true to say that part of this situation was brought on by 
themselves. They applied for a substantial rate increase about a year ago. In 
support of that increase they did not refrain from deteriorating their financial 
position. When their rate increase was denied, very rightly, or very naturally 
the sources of capital that were going to provide capital for a very substantial 
investment—jet aircraft, and so on—said that if the case was as bad as they 
made it out to be, and since the airlines did not get a rate increase, they were 
not going to lend them money, so the carriers were in considerably more 
difficulty. 

Mr. CHEVRIER: Mr. McGregor, are there any example of airlines in the 
United States, not subsidized by the government, going into bankruptcy? 

Mr. McGrecor: I do not think so. There have been some that come very 
close to that. There have been some mergers that probably avoided bank- 
ruptcy, of airlines such as in the case of Colonial Airlines. 

Mr. CHEVRIER: Surely that does not apply only to United States airlines? 
I suppose this is true of airlines throughout the world? 

Mr. McGREGor: Yes. 

Mr. FisHer: I gather that non-scheduled operators in the United States 
are in great difficulty. 


Mr. McGrecor: Two of those non-scheduled operators have gone out of 
business, to answer your comment. 
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Mr. FIsHeR: I have sometimes used the argument in Canada that we need 
more of these non-scheduled airlines. Have you any comment to make on that 
statement? 


Mr. McGrecor: I do not think that we need more. In fact, as a result of 
the DEW line operation coming to a close in so far as construction is concerned 
I think the fact is that we have too many non-scheduled airlines at the 
moment. Several of them are in extreme financial difficulty. 


- The CHAIRMAN: Gentlemen, if there are no further questions in regard 
to the article on planning, we are now open for a motion to adopt the annual 


report. 
Mr. SmitH (Calgary South): I so move the adoption of this report. 
Mr. FISHER: I second that motion. 
Motion agreed to. 


Mr. FISHER: I would like to congratulate the chairman. On going back 
through the records I find that this is the fastest that the annual reports of the 
C.N.R and the T.C.A. have carried in many years. 


Mr. SMITH (Calgary South): With an assist from the weather. 
Mr. Hees: We have had a very active chairman. 
Mr. FISHER: I think a tribute should be paid to the change of approach. 


The CHAIRMAN: I appreciate your compliments, gentlemen, but you have 
not mentioned the reason at all. 


The reason lies in the efficiency of so many bright new members. 
Mr. Hees: On that very high note, I think we should adjourn. 


Mr. CHEVRIER: I must protest on that note. I was going to move the 
adoption but I cannot now. 


- 


EVENING SESSION 


TUESDAY, July 15, 1958, 
8.00 p.m. 


The CHAIRMAN: Gentlemen, we have a quorum. We still have a lot to 
do here. Our first order of business is the capital budget for Trans-Canada 
Air Lines for the year 1958. 


TRANS-CANADA AIR LINES CAPITAL BUDGET—YEAR 1958 
Application of Funds 


Property and Equipment Budget .......... $42,000,000 
Re-financing Loans— ; 
Canadian: Nationaly Railways: 3.024 a 5,000,000 
Repayment of Loans— 
Bank-ofeNovarocotias ce reneie oe tic ae 5,000,000 
Additional sworking @apitahe wee ods. aides tee 3,000,000 
$55,000,000 


Source of Funds 
Meprecation, Pravisions ¢ yrs. es Aes Ne Alec 10,000,000 


Loans from Canadian National Railways ... $45,000,000 
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TRANS-CANADA AIR LINES 
PROPERTY & EQUIPMENT BUDGET—YEAR 1988 


Projects 
Previously New 
Authorized Projects Total 
AIRPLANES AND COMPONENTS 
Arrplanes 5? see eet PORE Been eee cota Oca $ 23,820,000 $ 2,800,000 $ 26,620,000 
OvECLMIEN UME LOICOUS: were PA ie sige. BA Re el eee 8 Selle Se elec at 370,000 2,540, 000 2,910, 000 
Mahe boas VE OpNo! 052 1 Gok SR MM A ws le on AO has ANE det NOES OG RR Ga a ae Ip 1, 640, 000 1, 200, 000 2,840,000 
OR Oe ae Eee Ue MRT adr elliot NEL So § 25,830,000 $ 6,540,000 $ 32,370,000 
GROUND FAcILITIES AND COMPONENTS 
Ground: GomiMinications: we ys Gace de is oe se Ve OB elas $ 10,000 $ 15,000 $ 25,000 
EL DACA ROOD hE C/N eae eater ain Laermer phe UG, fle 290, 000 455,000 745, 000 
TOELEIETN ok oe mG ta hc Sede AR AN WN, ue ROM, (ae eg 55,000 160, 000 215,000 
WEOGOLI TEC V.CHC1OS els Sees Con uae abe N ert. hcclgry Cle Her Canty! es. 135,000 530, 000 665, 000 
Office Equipment..... cacy Feeley aes Wi ote emai PERG Ain bs gine ds 120,000 410,000 530, 000 
Miscellaneous HiquipMpent ul. eid dimes ier ba Shiese ents oa Sie 390,000 185,000 575,000 
Bay 21 Ry BARR RUN irr Cen UE DOE ALPS NG AR tog jad Ca $ 1,000,000 $ 1,755,000 $ 2,755,000 
BUILDINGS “AND LMPROV EMENTS ot nies A Aa ie SUI dicots oh ee pale ae Suiba/eees $ 6,575,000 $ 6,575,000 
CONTINGENG® POND 2 Geek van oar sd eerie Ia, WE oe Ee Ne es gta Re Wg See te $ 300,000 $ 300, 000 
"POTAL PeROPERT Ys Gl LQUIPMENT es eu At lors ders Ween a Setiete tole ety $ 26,830,000 $ 15,170,000 $ 42,000,000 


Norrs:—The expenditure in respect of each of the above items may exceed the amount shown by not 
more than 10% without further approval, provided the total expenditure on the said items does 
not exceed $42,000,000. 


Initial down payments shown in this Budget for aircraft, engines and buildings carry with them 
commitments for expenditures in subsequent years, and these commitments, together with 
commitments associated with previsously approved Budgets, produce total committed expend- 
itures in future years as follows: 


Committed Expenditures in Future Years 


Commitments Commitments Total Future 
Previously per 1958 Years’ 
Year Authorized Budget Commitments 
1959 $ 20,514,000  $ 14,141,000 $ 34, 655,000 
1960 37,890,000 oi 37,890, 000 
1961 28,041,000 — 28,041,000 


$ 86,445,000 $ 14,141,000 $100, 586, 000 
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Mr. Broome: How can Canadian National Railways lend money when 
they are in a deficit position? I know my question is somewhat facetious. 

The CHAIRMAN: You and I have to lend it to them, I guess, through our 
taxes. 

Mr. McGregor were you not going to supply us with copies of the budget? 

Mr. G. R. McGrecor (President, Trans-Canada Air Lines): I think the 
clerk has been supplied with several copies, and I think they have been 
distributed. Yes, those are the documents. 

Mr. PASCOE: We all have them. 

The CHAIRMAN: Have you all got them? The first page is just a summary. 
Are there any questions you want to ask Mr. McGregor about the first page, 
under aeroplanes and components, aeroplanes, betterment projects, aircraft 
spares? 

Mr. McGrecor: Perhaps, while Mr. Broome’s question may have been a 
little facetious, I should answer it. 

The Canadian National Railways, as you know, submits for approval each 
year a Finance and Guarantee Act. The program has been in the past that as 
a wholly owned affiliate of the Canadian National Railways, the Canadian 
National Railways has, in effect, acted as bankers for the T.C.A. 

Our capital requirements are made known to the Canadian National 
Railways and that amount is included in the Canadian National Railways 
Finance and Guarantee Act, and we pay the going rate of interest to the 
Canadian National Railways, the Government provides the funds to the Cana- 
dian National Railways for them to advance to us. 

The last formal issue of that kind was at a rate of four and one quarter 
per cent: 

Mr. BrRooME: What are “betterment projects’? 

The CHAIRMAN: Mr. McGregor will answer your question. 

Mr. McGrecor: Such things as passenger announcing systems, that is, the 
cabin passenger system in the aircraft; fuel jettisoning systems; weather radar 
installations on the Super Constellations, and the Viscounts and load limit con- 
trol systems, which Mr. Seagrim will explain to you if you wish. 

Mr. BrooMeE: No. it was just for improvements to aircraft. 

Mr. McGrecor: That is right. 

Mr. FISHER: You pay no dividends on the stock which the Canadian 
National Railway holds? 

Mr. McGrecor: That is right. 

The CHAIRMAN: Aircraft spares. What is that? 

Mr. McGrecor: Those are all the spare components used in the main- 
tenance and overhaul of aircraft, including engines. 

The CHAIRMAN: Ground facilities and components? 

Mr. FisHER: Under “betterment projects’, has that discussion or disagree- 
ment finally been cleared up in connection with whether an extra flight en- 
gineer was going to be carried on a certain type of aircraft? 

Mr. McGrecor: No. The type of aircraft was the D.C.8, the cockpit of 
which has been designed so that it could be flown with or without one. The 
company advised the organization which was raising the point that the cockpit 
work load would be established after the aircraft was in commission and 
flying. It would then be determined whether a flight engineer would be used 
or not subject to any government regulations which might apply. 


Mr. FisHER: So a decision has been made? 


Mr. McGreGor: No, not until the aircraft is tested in flight. 
61187-1—4 
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The CHAIRMAN: Are there any other questions on airplanes, and com- as f 


ponent parts? eS 


Then, ground facilities and components; ground communications; hangar 
and shop; ramp, motorized vehicles. | 


Mr. FisHeR: This probably reveals too much ignorance, but I would like 


to know concerning the facilities of the Department of Transport which you 
use, and in connection with ground communications, if the charge which you 
pay at various airports is supposed to cover the contribution towards this kind — 


of facilities? . 
Mr. McGrecor: It is a contribution. I do not think it completely offsets the 


cost by a large margin, but it does help somewhat. The charges are levied on re 


all airlines using the facilities. 


Mr. FIsHER: The Department of Transport may be subsidizing you, but it — 


is also done in respect to other aircraft using them? 
Mr. McGrecor: It may be. I am not familiar with their costs. 
Mr. FRASER: It says here “ramp”. Is that the ramp to the airport? 


Mr. McGrecor: That is the area in front of the terminal building. We do — 


not do anything about that area. It is a little bit too condensed there. It refers 


to the vehicles which move the cargo into and out of the aircraft; the loading ~ 
steps, and the towings units which are used to put the aircraft in position. It 


should read “ramp equipment”’. : 
Mr. FIsHerR: In connection with office equipment, I have been struck at the 

number of people who are required to handle passengers—I do not mean for 

your office setup—and I wondered if you had any studies under way with a 


view to introducing any electronic equipment which would enable you to cut © 


down on your staff? 


I was stunned when, by a quirk of circumstances, I saw a list of the em- 
ployees you have at the Lakehead. It seemed to be a very high number in 


relation to the number of passengers handled. Are there any steps being taken 
to cut down on that type of personnel? 


Mr. McGrecor: If you are talking about the reservation personnel, page. 


12 of the report refers to the development of an automatic reservation system 


which would greatly reduce the number of people who would in the future be — 


required in the reservation offices. 


It is a very unique system. As a matter of fact we are a bit proud of it. © | 


Like most things connected with aviation, it will be expensive. However, it 
will be adopted if it can demonstrate economy, and we are certain, it will result 
in the elimination of human error. . 


Mr. FISHER: Is that included in this office equipment here? 
Mr. McGrecor: No. 

Mr. FisHeR: Well, that is looking after all offices. 

Mr. McGrecor: Yes. 

Mr. FIsHER: Will there be line communication between offices? 


Mr. McGrecor: It will be centralized and the communication will be over — 


Canadian National Railways teletype service. 
Mr. FISHER: Sort of a telex service. 
Mr. McGREGoR: Yes. 
Mr. BRooMeE: Is that broken down still further by regional set-ups? 
Mr. McGrecor: There will be one centralized con 


trol and that provides 


the reservation service with the exception of Vancouver and Victoria 


as 
= 
> AS 


RAILWAYS, AIR LINES AND SHIPPING 221 


future years we had the expenditures. I know the information is here and 
you could probably make it up and your comptroller prepare it while other 
questions are being asked and we can come back to it. We can probably put 
them against the columns here. 

Mr. McGregor: I can give you the figures now. The 1957 capital budget 
was a total of $27,755,000, and the actual expenditures were $25,572,409. 

Mr. CHowwn: Is that under aeroplanes and components? 

Mr. McGrecor: That is the total capital budget for 1957. 

Mr. CHown: I am sorry, I did not get those figures. 

Mr. McGrecor: $27,755,000 is the budget which was approved by the 
counterpart of this committee and actual expenditures of $25,572,409. 

Mr. FISHER: Your budget for motorized vehicles, both last year and this 
year, remains—well, I do not know whether it is fairly high, but to a neophyte 
it seems rather high. What are you spending that on? 

Mr. McGreaor: The major expenditure is for ramp vehicles, loading equip- 
ment and other vehicles for air cargo, air express and so on, for fork lift 
trucks, to the amount of $342,000 prototype OC 8 passenger stand $15,000. 
Ground Power Units—are connected to aircraft as soon as the engines are 
stopped to supply electrical power to all the functions in the aircraft—$212,000. 

Mr. Pascoe: Mr. McGregor, under that list projects previously authorized, 
were they authorized last year or have they been completed, or what? 

~ Mr. McGrecor: I beg pardon? 

Mr. PAscogE: Projects previously authorized. When were they authorized? 

Mr. McGrecor: Some of them last year, some the year before. You see 
aircraft are under delivery up to three and a half years after they are ordered, 
so when we present our budget it shows the commitment in future years that 
is involved in the year of payment on the original order. 

‘Mr. Pascoe: Will some of that be expended now, some of this list? 

Mr. McGrecor: Some of these things be expended? 

Mr... PASCOE: « Yes. 

Mr. McGreEGor: Expenditures previously approved with respect to 1958 are 
in the process of being made. 

The CHAIRMAN: Any other questions? There seems to be—I might just 
pause here, Mr. McGregor, and give my observations, having thrown them 
out over the last number of years. It seems to me that one of the things 
where the greatest effort should be made or a greater effort should be made 
is in expediting the handling of packages when the planes are disembarking. © 

Some airports are better than others and I have noted over the years in 
places like New York, Chicago, Toronto, Montreal or wherever it is that there 
is quite a variation in the physical handling of baggage. Some places they 
handle baggage very rapidly. Very often in Toronto there is quite a little 
hold-up. Sometimes in Montreal. The other day I got off a plane in Montreal 
and, Mr. McGregor, I think I saw you getting off the same plane and there 
was quite a little hold-up, and other times at Ottawa. At other times I have 
gone in to New York where there is heavy traffic and it is remarkable how 
they do it. | 

I will not ask any question, but just put out the suggestion that I do 
think there is a need for a quicker method of handling baggage. It is quite 
provoking sometimes to a woman with a couple of children waiting for baggage 
to get in from the plane. I do not think they mind having to drive fifteen 
miles, but it just seems to have a great impression on the travelling public. 
I think every effort should be made to expedite the handling of baggage. 
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Mr. SMITH (Calgary South): Is that not quite often personnel rather 


than equipment? You are using the same equipment pretty well throughout 


Canada. 

Mr. McGrecor: We are using the same equipment. I do not think it is 
a matter of personnel, it is the actual facilities at the airport. Some of them 
are much better equipped to handle baggage quickly than others, and also 
whether it is a through point or terminal point affects it. In the case of a 
through flight, a plane that is going on, say, such as the Montreal-Toronto 
flight operating through Ottawa, in that case there has to be care exercised 
by the baggage handling personnel in the aircraft that they do not take out 
at Ottawa the bags destined for Toronto or Montreal. If the particular plane 
has to be emptied it can be handled more quickly. 

Mr. SmitH (Calgary South): I would presume that your raised stairway 
equipment is going to be sufficiently elevated to handle your new equipment. 
I was under some embarrassment at Vancouver getting off the Russian 104 
when we had a one-foot step to get down. : 

Mr. McGrecor: This motorized passenger ramp is quite a device. It would 
almost take people out of a second storey, I believe. 

Mr. SMITH (Calgary South): I must have landed on the air force side. 

Mr. FISHER: Comparing your capital budget last year with this year your 
1956 re-vote only totalled $2,371,000. This year is this “projects previously 
authorized” the equivalent of that column last year of re-votes? 

Mr. McGrecor: No. 

Mr. FISHER: There has been a change then in your set-up? 

Mr. McGrecor: The re-vote consists of money that was included in 
previous budgets, which was fully expected would be spent during that 
particular year and for one reason or another not spent. 


In the case in point a large proportion of the re-vote is associated with — 


the Vanguard contract. In the case of projects previously authorized that 
refers to a specific—well, I should begin by explaining that when we buy an 
aircraft like the DC-8 there is a percentage of the cost of the aircraft which 


is paid at the time the order is signed and then there is a schedule of payments | 


to be made between the signing of the agreement and the actual delivery of 
the aircraft that ‘projects previously authorized” refers to that. 


Item agreed to. 


The CHAIRMAN: Now, office equipment. Are there any questions there? 
It is all under ground facilities and components. There is $120,000 under 
the projects previously authorized, $410,000 under new projects, for a total 
of $530,000. 


Miscellaneous equipment, that is a matter of technical management, any 


comments? 
Item agreed to. 


The CHAIRMAN: Buildings and improvements, $6,575,000. New projects, 
it is the total. 


Mr. CHown: How much to be spent in Winnipeg, Mr. Chairman? 


Mr. SmituH (Calgary South): Could we have all the cities while you are i 


Mr. CHown: I got the question in first. 

Mr. McGrecor: If you are interested, sir, I will answer that question. 
Mr. SMITH (Calgary South): No, just table it. 

Mr. CHown: I will write you a letter. 


We oa 


Lat GPS, 
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Mr. McGregor: We are constructing a main guard-house at Winnipeg 
airport. 

Mr. FISHER: I had better ask for Port Arthur or the defeated Conservative 
candidate will be announcing it up there. 


The CHAIRMAN: How are you going to table it, by location? I do not know 
that you need to do that right across Canada. 


Mr. SMITH (Calgary South): Not unless it is available. 

The CHAIRMAN: But do you want that table in every instance? 

Mr. SmitTH (Calgary South): I would like the one area. 

Mr. HEEs: I think there are only about half a dozen cities. 

The CHAIRMAN: Any objection? 

Mr. McGregor: No, not at all. 

The CHAIRMAN: I think you had better table it. 

Mr. Smitu (Calgary South): I meant to have it tabled, I thought you 
were going to read it. 

Mr. McGrecor: We will turn that over to the clerk of the committee. 

The CHAIRMAN: Contingency fund, $300,000. 

Mr. FISHER: Is this your insurance liability? 

Mr. FRASER: It is like an insurance, is it not? 

Mr. McGreGor: Yes, that is in the case of an estimate being made of the 
cost of a project which may or may not underrun. As a matter of fact in 
relation to the total budget the contingency fund is small and I do not think 
we have ever fully used it. In the last year we undershot the budget. 

Mr. FISHER: Where do you show the figures for your insurance costs, 
passenger and accident and that sort of thing? 

Mr. McGrecor: Under the operating expenses at the back of the report. 
You understand that we self-insure the first $1,500,000 of the larger type 
aircraft and the first $1 million of the smaller ones. 

Mr. FISHER: No, but I am glad to hear it. 

The CHAIRMAN: Total property and equipment, $26,830,000, projects pre- 
viously authorized; new projects, $15,170,000; making a total of $42 million in 
all. That is a summary of all these costs and various expenditures. 


Item agreed to. 


Mr. HarpiE: Mr. Chairman, I was wondering if Mr. McGregor could give 
me some information, not now, he could send it to me later, I wonder if he 
could give me the per seat mile operating costs of each type of aircraft, the 
North Star, Viscount and the new DC-8 and Vanguard? 

Mr. McGREGor: Yes. 

Mr. SmitH (Calgary South): Could that be tabled? It would be useful 
information. 

Mr. FRASER: And also put in the number of seats in the different craft 
whether it is tourist or other accommodation and so on. 

Mr. McGrecor: There is only one complication about that, because one 
aircraft, the Superconstellation, has two different seating arrangements, one 
on the Atlantic and one domestic. 

Mr. HarpIE: Give the domestic, that is what I am interested in. 

Mr. McGrecor: What we will do is give you the operating costs per mile 
and the number of seats in both configurations, plus the per seat mile in 
both configurations. 
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Mr. Harvie: You have a northern run in the province of Quebec from : 
Quebec city to Seven Islands. Bee 3 

Mr. McGrecor: We operate through Guenec city to Seven Islands via he Bok. 
air force station near Chicoutimi. I do not think that is the one you were = 
referring to. Perhaps the service through Val d’Or is the one you are 
referring to. 

Mr. Harvie: The farthest north point. 

Mr. McGrecor: The farthest north point is Val d’Or. 5 

Mr. HarprE: I wonder if you could give me at the same time with respect 
to the aircraft you use on that run, the per seat mile operating cost on that run. ) 

Mr. McGREGoR: You would automatically get it because we use Viscounts 
on it now. 

The CHAIRMAN: If you pass it, Mr. Hardie, you will have it printed in the 
report. 

Mr. SmitH (Calgary South): I believe you are using an American adver- 
tising agency for your business. Is there any real justification for it? 

Mr. McGrecor: Yes, we thought so. That change was made about two 
years ago and we felt that the Canadian agency tended to be out of touch 
at least in some degree with the form of advertising used in American publica- 
tion. It is only used with respect to the southern end of our trans-border 
routes. It is a very small percentage. 

Mr. FISHER: What is the name of your Canadian eae 

Mr. McGrecor: Cockfield Brown and Company Limited. 

Mr. SmitH (Calgary South): Is it a continuing contract? 

Mr. McGrecor: No. There is no contract. 

Mr. SMITH (Calgary South): It is just hired on a no- SOE a basis. 

Mr. McGregor: That is right. 

The CHAIRMAN: We would like to keep to the report. If you are tiedteh 
with that one, there is another paragraph which is quite important. | 

Mr. FISHER: What happened to the flight that they gave up—the franchise 
they gave up—in order to get the Seven Islands route? 

Mr. McGrecor: You mean the Mexico service. 

Mr. FISHER: Yes. 


Mr. McGREGorR: We keep an eye on the load factors. We have not been 


Mr. FISHER: You have not been Sots 
Mr. McGrecor: No. 


The CHAIRMAN: If there are no further questions on that, I would like to 
read the next paragraph which says “Initial down payments shown in this 
budget for aircraft, engines and buildings carry with them commitments for 
expenditures in subsequent years, and these commitments, together with com- 
mitments associated with previously approved budgets, produce total committed _ m 
expenditures in future years as follows”. You will notice there at the bottom 
of the page that for the year 1959 the total future year’s commitments are 


$35,655,000, and 1960, $37,890,000, and in 1961, $28,041,000, or over a million ih i 
for the next three years. Ves." 


Mr. SmitH (Calgary South): These are commitments that you must meet _ ; 


in relation to the contracts you have placed and the expected equipment on 
which you intend to take delivery. 


Mr. McGrecor: Yes, and the first column is already authorized ona ; me 
committed. TAR saith 
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The CHaIRMAN: So that is the picture of the property and equipment 
budget for 1958. Are there any further comments on the over-all general 
picture? 

Mr. BROOME ; Are you going over the statement of income or anything like 
that. I was looking at the sales promotion expenses for 1957 of $15 million and 
1956 of $12 million. This is part of the operating expenses statement of income 
on page 20 of the report. 

The CHAIRMAN: I thought we had adopted the report. 

Mr. BRooME: Yes we have adopted the report but there was nothing in 
the report referring to sales and promotion and it seems to be a pretty hefty 
increase of $23 million on sales and promotion, considering that a great part of 
the traffic is aircraft traffic. I wonder where the increase came. 

Mr. SMITH (Calgary South): We would like to have an explanation. 

Mr. McGregor: I think I should explain the term “sales and promotion.” 
“Sales” is a departmental name in the company and it includes all the reserva- 
_ tions and all the passenger handling up to the ramp. 

Mr. BRooMe: This is operating expenses? | 

Mr. McGrecor: That is correct. 

Mr. BRooME: This is not just sales promotion. 

Mr. McGrecor: No. 

The CHAIRMAN: Are there anymore questions, gentlemen? 

Mr. FISHER: I take it that we can ask a question on insurance on the 
auditor’s report. 

Mr. McGrecor: Whichever you like. 


Mr. FISHER: I just wondered how you cleared up all these suits in con- 
nection with the bad crash in British Columbia. 

Mr. McGrecor: Of the 60 odd people who were involved I think there are 
about 25 or 26 that have been finalized and the remainder are under negotiation. 
But the company has long since been beyond any future liability because I 
think I explained that the company’s insurance policy is self insuring with 
respect to the first $1,500,000 in that type of accident, and the costs of the 
accident, including loss of the aircraft, has far exceeded that. So from now on 
any expense associated with that accident is borne by the underwriters. 

Mr. FRASER: With regard to these negotiations the underwriters have to 
cover them. 

Mr. SmitH (Calgary South): I wonder if I could place a final question 
which deals with your capital budget. The same question was placed to Mr. 
Gordon whose company is in a much more difficult position, showing a net 
loss, whereas your reduction is about $1 million. Can we assume correctly 
that a large portion can be assigned to a lowering of net profits of other airlines 
throughout the world, otherwise a trend in costing operations as compared 
with that income plus, secondly, the most important factor, that is the gain 
which in the transitional period you are going to get through the purchase of 
new equipment. Is that fair? 

Mr. McGrecor: Yes, that is fair. The company is under a lot of expense 
and will be under more expense in 1958 and 1959 associated with the intended 
use of new equipment. 

Mr. SmitH (Calgary South): That would also be reflected in the earnings of 
the next year. 

- Mr. FIsHer: The 43 per cent figure of wages has been pretty constant, has 
it? 7 i 
Mr. McGReEGor: Yes. 


226 : SESSIONAL CONE aie 


Mr. FISHER: How does that compare ee with other stele 


Mr. McGrecor: With the exception of the airlines that are going outside ae 
for a lot of their maintenance work, it is just about an industry figure. Some | 


of them are a little bit higher. 

The CHAIRMAN: Are there any other questions? 

Moved by Mr. Tasse, seconded by Mr. Chown that the capital budget be 
concurred in. ; 

Motion agreed to. 


We now come to the auditor’s report for the year ended December 31, 


1957. 
Mr. McGrecor: I would like to thank the committee, through you, Mr. 


Chairman, for its courtesy, and you personally for the way the committee was > 


handled. 
Mr. SmitH (Calgary South): Which agency prepared your report? 
Mr. McGrecor: We prepared it ourselves. 
Mr. SmitH (Calgary South): Thank you. 


The CHAIRMAN: I might say, Mr. McGregor, before we conclude and your 


annual report is passed, on behalf of the committee members, that we appreciate 
your clear-cut presentation and thank you and your officials for giving us such 
splendid answers to all the questions and queries that have been put before 
you. We appreciate the orderly style in which you have presented your report, 
generally. 

Gentlemen we need a motion that the outstanding answers be printed. 

Mr. FRASER: I will move that, Mr. Chairman. 

Mr. CARTER: I will second that motion. 

The CHAIRMAN: It has been moved by Mr. Fraser and seconded by Mr. 
Carter that the outstanding answers be printed. 


We have the auditors’ report, gentlemen. This report has been prepared 


by George A. Touche & Co. This company has had quite a bit of experience 
in this sort of thing. I think they are a very reputable firm. I do not know 
that you need doubt this report. 

Mr. FISHER: I will move that this auditors’ report be adopted. 

Mr. SmitH (Calgary South): I will second that motion. 

The CHAIRMAN: It has been moved by Mr. Fisher and seconded by Mr. 
Smith (Calgary South) that the auditors’ report be adopted. 

If there are any questions with regard to this report we LEM Mr. Wilson 
and Mr. Beech here to answer them. 

Mr. FISHER: Has the Auditor General any relationship in an advisory way 
or in any way at all with auditing firms that deal with crown corporations 
like this? 

Mr. WILson: No, we are an independent auditing firm appointed by 
Parliament and we carry out our audit independently of anyone else. 

Mr. SMITH (Simcoe North): Does the Auditor General check your 
auditing practices? 

The CHAIRMAN: Is this audit subject to the Auditor General’s approval 
if he so wishes? 


Mr. WILSON: No, it is not. That is not provided for under the act. 


The CHAIRMAN: Gentlemen, I think whether you have questions to ask 


or not I should, on your behalf, thank Mr. Wilson and Mr. Beech, the 


representatives of the George A. Touche & Co. for being here ready to answat! 
your questions. These gentlemen have come here prepared to answer any — 


questions that might be asked of them. 
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Mr. SMITH (Simcoe North): What is the reason for the change in the 


accelerated write-off against one of the types of aircraft which has been 


dropped this year?. Could you tell us what the reason behind this practice is? 
Mr. WILSON: Last year as we pointed out in our report of this year, there 


‘was a special provision in the amount of $1,200,000 in regard to Constellation 


aircraft in order to catch up on anticipated requirements for accumulated 
depreciation. That procedure was not repeated this year. 


We drew attention to this fact in our report because it was in our opinion, 


- a change in what we considered consistency. The reason behind this was a 


management decision. 


In management making that decision there is quite a problem involved. In 
deciding the amount to be written off, consideration must be given to the 


amount of the estimated residual value, and no one is in a position to know 


accurately what the aircraft will be worth at the time of their retirement. 
We called attention to it, but we have no other comment because no one can 
say now just how much that write-off should be. 


Mr. McGrecor: I wonder if I could add a word to Mr. Wilson’s reference 
to the fact that this was a management decision. Perhaps I should elucidate 


a little bit in that regard. 


It was originally a long-range plan of the company to retire Super Con- 
stellations before North Stars, and to retire Super Constellations in 1960 with 
the delivery and placing in service of the DC-8’s, and to retire the North Stars 
in 1961 on delivery of the Vanguards. We have taken delivery of Super 
Constellations annually since 1954. We had the situation where the Super 
Constellations which had been delivered earlier were very much further along 
their depreciation life than the ones that had been delivered more recently. 
In 1956 we had the special accelerated depreciation of $1,200,000, as Mr. 
Wilson has mentioned, on the more recently delivered Super Constellations. 

Later in our planning we came to the conclusion that it would be wiser 
to reverse the original plan and to retire the North Stars before the Super 
Constellations, the latter being the more modern type. 

Mr. SmitH (Calgary South): I move we adjourn. 

The CHAIRMAN: Before I accept Mr. Smith’s (Calgary South) motion to 
adjourn I would like to thank Mr. McGregor and his associates, and also Mr. 
Wilson and Mr. Beech for being here with us. On your behalf I would also like 
to thank the minister for his evident interest in the meetings of this committee. 
He has spent a good deal of time yesterday and today in helping us along in 
our considerations. 

Mr. FrAsER: Mr. Chairman, I think we should also thank you for your 
work in carrying out your work as chairman of this committee. 
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REPORT TO THE HOUSE 


The Sessional Committee on Railways, Air Lines and Shipping, owned and 
controlled by the Government, has the honour to present its 


FIRST REPORT 


Your Committee recommends: 

1. That its quorum be set at 10 members. 

2. That it be empowered to sit while the House is sitting. 

3. That it be authorized to print, from day to day, 1000 copies in English 


and 250 in French of its minutes of proceedings and evidence and that Standing 
Order 66 be suspended in relation thereto. 


Respectfully submitted, 


W. EARL ROWE, 
| Chairman. 
(Concurred in this day) 
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ORDERS OF eet: ? oe 


HOUSE OF ‘Commons, Nae 
WEDNESDAY, Ree 29, 1959. 


ping owned aa enuticd by the Government, be agen to considers : 
accounts, estimates and bills relating to the Canadian lege ot Fae 


of public moneys; and that the said Committee be empowered to eed : 
persons, papers and records, and to report from time to time; and that, not- 
withstanding Standing Order 67 in relation to the limitation of the number | 
of members, the said Committee shall consist of 26 members. 2 eas 


Horner (Jasper-Edson), “Kennedy, ‘McPhillips, McWilliam, Martini, Mitchell 
Monteith (Verdun), Pascoe, Robinson, Rowe, Smallwood, Smith > (Simco. 
North), and Tasse, and that the Annual Reports for 1958 of the Canadi 1 
National Railways, Canadian National (West Indies) Steamships Limite ee 
Canadian National Railways Securities Trust, Auditors’ Report to Parliament e 

in respect of the Canadian National Railways and Canadian National (Wes Be 

Indies) Steamships Limited, tabled on April 14; the Annual Report of Trans = 
Canada Air Lines for 1958, the Auditors’ Report iG Parliament on Trans- Canada . 
Air Lines for 1958, tabled on April 10; and the budgets for 1959 of the Cana- ie 
dian National Railways, Canadian National (West Indies) Steamships Limited, 
and Trans-Canada Air Lines, tabled on April 20, be referred to the Sessional 
Committee on Railways, Air Lines and Shipping; and that items numbered 
410—Prince Edward Island Car Ferry and Terminals; 411—Newfoundland 
Ferry and Terminals; and 419—Maritime Freight Rates Act, as listed in the ; 
Main Estimates of 1959- 60, be withdrawn from the Committee of Supply and — 
referred to the said Committee, saving always the powers of the Committee of Ee 
Supply in relation to the voting of public moneys. . 


Monpay, May 4, 1959. eee 


Ordered —That the quorum of the Sessional Committee on Railways, 5 
Air Lines and Shipping be set at 10 members; that the said Committee be em- | 
powered to sit while the House is sitting; that the said Committee be anthoupesd 
to print, from day to day, 1000 copies in English and 250 copies in French of its | 
Minutes of Proceedings and Evidence, and that pianeing Order 66 Bes sus~_ =! 
pended in relation thereto. 


a) 
ren 
Poa oto Wg Lite rf 
ate i Ra, f 
er Se Ba! 
* 


WEDNESDAY, May 6, 1959. re 
Ordered,—That the name of Mr. Smith (Calgary South) be substituted for. pe 


that of Mr. Grills on the Sessional Committee on Railways, ‘Air Lines a a 
Shipping. | 


Attest : oss 


LEON J. RAYMOND, 
_ Clerk of the House 


MINUTES OF PROCEEDINGS 


FRIDAY, May 4, 1959 
(1) 


The Sessional Committee on Railways, Air Lines and Shipping owned and 


controlled by the Government held its organization meeting at 2 o’clock this day. 


Members present: Messrs. Broome, Chevrier, Creaghan, Drysdale, Fraser, 
Kennedy, McPhillips, Mitchell, Pascoe, Robinson, Rowe, Smallwood, Smith 


(Simcoe North), and Tassé.—(14). 


The Clerk attending and having called for nominations, Mr. Smith (Simcoe 
North) seconded by Mr. Broome, moved that Hon. W. Earl Rowe be appointed 
Chairman. 


Mr. Fraser moved, and it was agreed, that nominations be closed. 


The question being put on Mr. Smith’s motion, it was resolved in the 
affirmative. 


Mr. Rowe took the Chair. 
The Committee proceeded to routine proceedings. 
Vice-Chairman 


On motion of Mr. Fraser, seconded by Mr. McPhillips, 
Resolved,—That Mr. Tassé be appointed Vice-Chairman, 


~ Quorum 


On motion of Mr. Fraser, seconded by Mr. Robinson, 
Resolved,—That the Committee recommend that the quorum be 10 
members. 


Printing” : 
On motion of Mr. Drysdale, seconded by Mr. Tassé, 
Resolved,—That the Committee ask for power to print, from day to day, 


1000 copies in English and 250 copies in French of its Minutes of Proceedings 
and Evidence. 


Sitting while the House is sitting © 


On motion of Mr. Fraser, seconded by Mr. Broome, 
Resolved,—That the Committee be empowered to sit while the House is 
sitting. | ! 

The Chairman referred to the Orders of Reference dated April 29, 1959 
which were deemed to have been read. (see Isswe No. 1) 


After a brief discussion on future days and hours of sittings, and on motion 


of Mr. Smith, seconded by Mr. Fraser, 


Resolved,—That the Committee meet on Tuesday, May 5, at 9.30 in the 
forenoon and 3.30 in the afternoon and, if necessary, at 8 in the evening. 


It was further agreed to set further sittings from day to day. 
Ordered,—That the Chairman present the first Report to the House. 


At 2.20 o’clock, the Committee adjourned to Tuesday, May 5 at 9.30 o’clock ~ 
in the morning. ; 
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TUESDAY, May 5y 1959° 
(2) 


MORNING MEETING 


The Sessional Committee on Railways, Air Lines and Shipping owned and 


controlled by the Government met at 9.30 o’clock. The Chairman, Honourable . 


Earl Rowe, presided. 


Members present: Messrs. Brassard (Lapointe), Broome, Carter, Chevrier, 
Chown, Creaghan, Drysdale, Fisher, Fraser, Grills, Horner (Jasper-Edson), 


Kennedy, Martini, McPhillips, Mitchell, Monteith (Verdun), Pascoe, Robinson 


Rowe, Smallwood, Smith (Simcoe North), and Tassé.—(22) 


Also present: Honourable George H. Hees, Minister of Transport, and 
Mr. C. A. Cathers, M.P. 


In attendance: Mr. Donald Gordon, Mrics. FE, Dingle, Mr:-J2.L. Toole, 
respectively President and Chairman of the Board, Vice-President (Operations), 
Vice-President (Accounting and Finance), Messrs, R. T. Vaughan, W. Dodds, R 
Sommerville, Manager, Canadian Hotels Ltd., all of the Canadian National 
Railways, and Messrs. Howard T. Ross and i, . W. Beech representing George 
A. Touche & Co. ; 


The Committee proceeded to the consideration of the Canadian National 
Annual Report for the year 1958, being: item 1 of the matters referred, the 
sequence of which is as follows: 


C.N.R.—1. Annual Report (1958) 


2. Capital Budget and Estimated Income Account (1959) 
. Annual Report—C.N. (West Indies)Steamships Ltd. 


3 
4. C.N.R. Securities Trust > 
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. Auditors’ Report—(George A. Touche & Co. ) 
a) C.N.R. System.) 1958 
b) C.N. West Indies.) 1958 

6. Items 410, 411 and 419—Main Estimates (1960) 
(Issues nos 1 and 2.) 


T.C.A.—7. Annual Report—Trans Canada Air Lines (1958) 
8. Auditors’ Report—(George A. Touche & Co.) _ 
9. Capital Budget (1959). 
(Issue No. 3.) 


Copies of annual reports having been distributed in advance, on motion of 
Mr. Drysdale, seconded by Mr. McPhillips, 
Resolved,—That the reading of annual reports be dispensed with. 


It was agreed however to include the full texts in the proceedings and to 
consider the said reports paragraph by paragraph. 


Mr. Gordon was called and questioned on Traffic and Revenues and on 
Passenger, Messrs. Dingle and Toole assisting him. 


A table respecting truck operations was ordered printed. (See Appendix I 
in this day’s evidence.) 


The witness read into the record a statement on C.N.R. passes ie December 
31, 1958. 


By consent, Mr. Cathers questioned the witness. 


At 12.30, Mr. Gordon’s examination still continuing, the Committee ad- 
journed until 3.00 this day or after the Orders of the Day have been proceeded 
with in the House. 
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AFTERNOON MEETING 
(3).c% 


The Committee resumed at 3.30 o’clock. The Chairman, Hon. W. Earl 
Rowe, presided. 


Members present: Messrs. Brassard (Lapointe), Broome, Carter, Chevrier, 
Chown, Creaghan, Drysdale, Fisher, Fraser, Horner (Jasper-Edson), Kennedy, 
Martini; McPhillips, Mitchell, Monteith (Verdun). Pascoe, Rowe, Smallwood, 
Smith sence North), and Tassé—(20). 


Also present: The Hon. George H. Hees, Minister of Transport, and Messrs. 
nC. A. Cathers, MP. LR. Crouse, M.P., and H. R. MacEwan, M.P. 


In attendance: Same as at the morning meeting. 


The Committee agreed to sit in the evening at 8 o’clock and at 9 and 
3 o'clock on Wednesday, May 6th. 


The Committee continued its consideration of the C.N.R. Annual Report. 
Mr. Gordon provided answers to questions posed at the morning meeting. 
Mr. Dingle also answered specific questions relating to Operation. 


On motion of Mr. Fisher, seconded by Mr. Drysdale, 
Agreed,—That Mr. Cathers be allowed to ask questions. 


By consent, Mr. Crouse also questioned Mr. Gordon. 


The witness undertook to make, at the next meeting, a statement on the 
feta Union and C.O.T.C. 


A table showing a C.N.R. comparison on employment levels (1954-58) 
was filed and ordered printed. (See Appendix II in this day’s evidence). 


At 5.45 p.m., Mr. Gordon’s examination still continuing, the Committee 
adjourned until 8 o’clock in the evening. 


EVENING MEETING 
(4) 


The Committee resumed at 8 o’clock. Hon. W. Earl Rowe, the Chairman, 
presided. 


Members present: Messrs. Broome, Carter, Chevrier, Chown, Creaghan, 
Drysdale, Fisher, Fraser, Horner (Jasper-Edson), Kennedy, Martini, McPhillips, 
Mitchell, Monteith (Verdun), Pascoe, Rowe, Smallwood, Smith (Simcoe North), 
and Tasse—(19). 


Also present: Hon. George H. Hees, Minister of Transport, and Mr. C. A. 
Cathers, M.P. 


In attendance: Same as at morning meeting. 


Mr. Gordon, still assisted by Messrs. Dingle and Toole, was examined on 
the following headings of the Annual Report: 

— Operating Expenses 

— Taxes, Rents and Fixed Charges 

— Other Income including Hotel Operations 

— Growth and Progress 


Mimeographed copies of the Canadian National Railways Capital Budget 
and Estimated Income Account (item 2 of the matters to be considered) 1959, 
were distributed to the members present. 


At 9'45 o’clock the Committee adjourned until Wednesday, May 6, at 


9 a.m. 
Antonio Plouffe, 
Assistant Chief Clerk of Committees. 


; £ Donald Gordon 


EVIDENCE 


. TUESDAY, May 5, 1959. 
MORNING MEETING 


The CHarrman: Gentlemen, as I see a quorum, we will proceed with 
the work of the committee on railways, airlines and shipping. The first item 


_ before you is the annual report of the Canadian National Railways. 


We have with us the president, Mr. Donald Gordon, whom we are glad to 


= see hale, hearty and ready to explain everything about the C.N.R. What is 
your pleasure; is it your wish to have the report read? 


Mr. DryspALE: Mr. Chairman, I would move that the report be filed 


- in the record as it is. That would give us more opportunity perhaps to ask 


questions and possibly follow it through from paragraph to paragraph. I 
would suggest that the first paragraph be taken as general in nature, so that 


we have an opportunity, perhaps, to discuss just the background of the C.N.R., 
_ rather than following the items individually. 


Mr. McPHILLIPs: I second that motion. 
The CHAIRMAN: It has been moved and seconded that we take the report 


, as read and that we deal with it paragraph by paragraph. What is your pleasure 


on that motion, gentlemen? 
_ Motion adopted. 


CANADIAN NATIONAL RAILWAYS 


Chairman and president 
3 Montreal March 2nd, 1959. 


3 The Fonourable George Hees, M.P., 


Minister of Transport, 
Ottawa, Ontario. 


A Dear Sir: 


On behalf of the Board of Directors, I submit herewith the Annual Report 


of the Canadian National Railways for the year 1958. 


Mr. R. B. Brenan of Saint John, N.B., who had been a member of the 
Board of Directors since Novembei Ist, 1944, retired on January 21st, 1959. 


On the same date, Mr. W. G. Stewart, Q.C., of Moncton, N.B., was appointed 


a Director by Order-in-Council, No. 1959-53. 

It is with pleasure that I record the appreciation of the Management for 
the loyal and effective service rendered by officers and employees throughout 
the organization. | 

Yours sincerely, 
D. Gordon 


ANNUAL REPORT 1958 


1. The reduced level of economic activity in 1958 caused a marked decline 
in virtually all types of traffic carried by Canadian National Railways. As a 


result, operating revenues decreased to $704.9 million, 6.4% lower than in 1957. 
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2. Despite a continued rise in wage costs during the year, operating 


expenses were reduced significantly. This reduction was not sufficient, however, — 3 


to offset the drop in revenues and a heavy increase in fixed Cialess The net 
result was a deficit of $51.6 million. 


3. In abbreviated form, the financial results compare with those for 1957 


as follows: 


1958 1957 


(Millions of Dollars) 


Operatine “revenues i. Gi. hehe a ee $704.9 $753.2- 
Operating expenses. foe ey oe ee 700.0 734.6 
Net-operating: revenue recs 00 eee iy ie vce 4.9 18.6 
Taxes, rents, less other income .......... 10.0 11.2 
Available. for fixed charges 2s Aes 5.1 7.4 
HPSEC PCHATOAS Aki SERN Se Ne ae 46.5 37.0 

“ee es ek Sarees ate eer A 51.6 29.6 


Surplus or deficit 


TRAFFIC & REVENUES 


Freight 


4. The volume of freight traffic carried by Canadian National Railways, 


measured in ton-miles, decreased by 4.4% in 1958. Coupled with a drop in 
the average revenue per ton-mile, this caused freight revenues to decline 
to $545.2 million, $42.0 million or 7.2% less than in 1957. 


5. Freight tonnage amounted to 79.5 million tons compared with 88.9. 


million in 1957, but the effect of this drop was partially offset by an increase 
in the average length of haul from 413 to 441 miles. The principal decreases 
in traffic occurred in such commodities as coal, mine products, pulp and 
paper, iron and steel, automobiles and parts, and petroleum products. 


6. The average revenue per ton-mile fell from 1.601 cents in 1957 to 
1.554 cents in 1958. This was attributable mainly to an increase in the 
movement of grain, one of the lowest-rated commodities carried by the 
railway. 


7. A 3.6% freight rate increase was granted by the Board of Transport : 


Commissioners effective January 15, 1958, but on appeal was disallowed by the 
Governor-in-Council before being implemented. On September 16, the railways 
applied for a 19% interim freight rate increase, with 25 cents per ton on 
coal and coke—the minimum required by Canadian National to meet wage 
increases on the basis recommended by a Board of Conciliation. The Board 
of Transport Commissioners granted the railways an interim increase of 
17% in freight rates, with 22 cents per ton on coal and coke effective 
December 1. 


8. Incentive loading rates, designed to meet truck competition and to 
induce shippers to load cars closer to their physical capacities, helped to reduce 
the impact of the decline in freight traffic. Similar efforts to stimulate freight 
traffic were made through the more extensive use of agreed charges. 
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Passenger 


9. A sharp decline in the number of passengers carried and a decrease 


in their average journey combined to reduce passenger revenues to $41.5 
- million. This represented a drop of 11.4% or $5.3 million from the 1957 level. 


10. The reduction in the number of passengers amounted to 8.5%; a 


2 decrease from 13.9 to 12.7 million. The average journey of these passengers 
fell from 108 to 100 miles, so that total passenger miles decreased by 15.3%. 


11. The average revenue per passenger mile increased slightly, from 3.12 
cents to 3.27 cents, largely as a result of fare increases authorized during 
the previous year. 


12. There were no significant changes in fares in 1958. 


13. Of the 12.7 million passengers carried by the Canadian National, 


4.8 million or 38.1% were commuters. This traffic provided 3.3% of total 


passenger revenues, 


14. The receipts from other passenger services, such as sleeping, dining 


and parlor car service, decreased to $9.0 million in 1958, a drop of $2.2 million. 


15. Continued emphasis was placed on market research to secure better 
information for sales promotion and planning. Efforts were intensified to 


- stimulate rail travel through the use of such specially priced services as the 


family fare plan, bargain coach excursions and package tours. 


Express 
16. Express revenues, at $42.0 million, were virtually unchanged from 


a 1957. An increase in charges on shipments weighing less than 100 pounds 


offset a decrease in the volume of traffic. 
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VOLUME OF FREIGHT TRAFFIC 1949-1958 


MILLIONS REVENUE TON - MILES 


40,00 


30,00 


1949 1950 1952 1953 1954 


1951 Ob Oi ee bO5B 1957 


INDEX OF COSTS AND UNIT REVENUES ~ 


170 


1958 COMPARED WITH 1949 
(1949 =100) 


PERCENT 


wi NG taps; 
| ¥ 
Se , RS -, 
AVERAGE HOURLY PRICES OF AVERAGE AVERAGE ? ase = “ee 
EARNINGS PER MATERIALS REVENUE REVENUE 73 s Sear arg 
EMPLOYEE AND SUPPLIES PER TON-MILE PER re 
(NOT INCLUDING PASSENGER MILE 


FRINGE BENEFITS) - 
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_ Communications 

ane During 1958, the Northwest Communication System was entrusted 
to the Canadian National, thereby increasing the Shareholder’s Equity account 
__ by $17.8 million. In October, the railway also acquired the outstanding capital 


ee _ stock of the Yukon Telephone Company Ltd. These additions, along with an 


expansion in private wire, Telex, and other services, caused the revenues 
from Canadian National Communications to rise to a new record of $24.0 


gy million, 15. 9% higher than in 1957. 


18. Although the number of messages handled er cenenced a 9.9% decrease 


11.1 million compared to 12.3 million in 1957—message revenues were higher 


te i" 


because of the new tariffs that came into effect late in 1957. 


19. Telex service was established in 10 additional Canadian cities, 10) 
that this network now covers 21 cities in Canada as well as New York City. 


o The charges for this service, which provides direct dialling and instantaneous 
ss two-way printed communications between subscribers, are considerably lower 
than long-distance telephone rates. 


20. Transmission service for CBC television was extended to Three Rivers, 
- Que., and an order has been received for an extension from Rimouski to New 
Carlisle, Que. Work proceeded on a micro-wave system for the transmission 


Say of television and general communications between Sydney, N.S., and 


St. John’s, Nfid. 


21. To meet the continued demand for private wire and other related 


services, 31,000 miles of carrier telephone channels and 109,000 miles of carrier 
2 pee Senncts were added during the year. 


ees 22. A new nation-wide telephone service, inter-connecting all airports, 
was established for the Department of Transport. This network, operated jointly 


= - with Canadian Pacific, provides what is known as Air Movement Information 


~~ Service. 


Operating Expenses 
23. Operating ae fell to ies 0 million in 1958, 4.7% below the 1957 


te level of $734.6 million. 


- 24. Road maintenance expense rose by $3. 5 million to $157.3 million, mainly 


as a result of wage rate increases totalling $3.7 million. The volume of roadway 


~ work accomplished during 1958 was also slightly larger than in the previous 


year. 


25. Equipment maintenance expenses were $16.0 million lower than in 
1957, principally because the 1958 expenses were reduced by $7.5 million to 


eliminate a supplementary charge for steam locomotive depreciation which 


was made in 1957. Wage increases applicable to equipment maintenance totalled 
$2.7 million. 


26. Transportation expenses fell by $23.0 million to $319.4 million during 
1958, despite wage increases of $10.3 million. The decrease was a reflection 


not only of the lower volume of traffic but also of the important economies in 


~~ train operation which have been achieved, particularly by means of further 


dieselization. 


Compensation to Employees 
27. Compared with the previous year, higher wage rates and increased 


benefits added $18.5 million to the company’s expenses; in total, operating 
payrolls, pensions and health and welfare benefits represented 64.6% of the 


1958 expense dollar. 
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28. The principal increase in wage costs stemmed from an agreement | 


concluded on November 26 between the company and representatives of some ~~ 


71,000 of its non-operating employees. This contract, valid until December 31, 
1959, provided for a wage increase of four cents per hour retroactive to 
January 1, 1958, plus increases of 3% effective September 1, 1958, and April 1, ~ 


1959. Provision was also made for increased contributions by the company 
and by the employees to the Health and Welfare Plan. 


29. Wage costs in 1958 were also affected by agreements concluded during 


January, 1959, with the Brotherhood of Railroad Trainmen, for train em- — 
ployees on Canadian lines, and with the Brotherhood of Locomotive Engineers, 


for engineers employed in the Western Region. These three-year agreements, 
which were made retroactive for most of 1958, provided wage increases payable 


in four installments totalling 9.8% and 9.5% respectively. Wage increases — 


equivalent to those received by the engineers in the Western Region were offered 
to the engineers employeed in the Atlantic and Central Regions, and at the 
date of this report negotiations are underway. 


30. A further increase in wage costs resulted from agreements concluded 
during the year with employees engaged in marine, hotel and other operations. 


31. The dispute with the Brotherhood of Locomotive Firemen and Enginemen 
was submitted to a Board of Conciliation in June, 1958, and its report is 
still pending. The most important issue involved was the proposal by the 
company that the conditions under which firemen (helpers) are to be assigned 
to diesel locomotives be recognized as a matter of managerial discretion. the 
union’s position was that the findings of the Royal Commission, under the 
chairmanship of Mr. Justice R. L. Kellock, in the Canadian Pacific firemen’s 
case had no bearing on the dispute with the Canadian National. The union 
further demanded a wage increase of 18% as well as higher fringe benefits. 


Taxes, Rents and Fixed Charges 

32. Total taxes and rents paid by the railway fell by $1.5 million to $19.2 
million. As a result of the lower volume of traffic, rentals of equipment and 
facilities decreased by $2.3 million, but this was partially offset by an increase 
of $0.9 million in taxes which in aggregate amounted to $17.5 million. 


33. Fixed charges totalled $46.5 million in 1958, $9.5 million higher than 
in the previous year. Of this increase, $1.6 million represented represented 


interest on new borrowings of $135.5 million in the course of the year | 


(including $31.1 million for TCA), while the refinancing at higher interest 
rates of $289.3 million of outstanding loans added a further $4.2 million. The 
remainder of the increase in fixed charges was attributable mainly to the pay- 
ment of interest for a full year on funds borrowed during 1957. 


Other Income 

34. Other income, shown on page 29, amounted to $9.2 million, com- 
pared to $9.4 million in 1957. No interest or dividends were received from 
the Northern Alberta Railways, which was able to cover only its operating 
expenses. 


Hotel Operations 
35. The net income from the hotels owned by the railway increased to 
$1.9 million before interest, $0.3 million higher than in the previous year. 


36. The Queen Elizabeth hotel was officially opened in Montreal on April 
17. This 2l-storey addition to the railway’s hotel chain has already won 
enthusiastic approval, and is rapidly establishing Montreal as one of the 
major convention cities in North America. 


37. In Halifax, construction was started on a 160-room extension to 
the Nova Scotian hotel to meet the needs of this growing city. 
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BEES GROWTH AND PROGRESS 


38. In an endeavour to develop business and improve operating per- 
ue _ formance, the company continued during 1958 with the construction of new 
- branch lines and the modernization of its equipment and facilities. This 
effort produced improvements in almost every aspect of the company’s opera- 
tions, and the results were clearly reflected in better service to the public and 
important economies to the railway. 
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39. Many of these improvements involved capital expenditare: on a sub- ay 


stantial scale, the details of which are shown on page 32. The inventory of Evan: 
railway equipment appears on page 36. fk Be * : 
New Lines | Souk 
40. The Chibougamau line in northern Quebec, one of the railway’s major ae 
new branch lines, moved another step closer to completion. Track was laid eee 


and the initial ballast lift completed on the 65-mile section from St. Felicien 
to Lake Chigoubiche, while on the second and linking section from Lake pees 
Chigoubiche to Cache Lake a start was made on the laying of track. as Pai ee 
and bridge construction on this portion were also well advanced. Feces 


41. Contracts were let for the grading of a 52-mile line from Optic Lake _ 
to Chisel Lake, Manitoba, and at year end work was well underway. This 
branch line will serve a mining development of the Hudson Bay Mining ~ 
and Smelting Company. avs 


Roadway 


42. To expand the operation of faster, longer and heavier trains, the 
company continued to up-grade its roadway property. New rail was laid 
on 862 miles of track while part-worn rail was relaid on 326 miles of secondary 
lines. At the same time, the six-year mainline track improvement program 
in the Western Region was advanced in its third year according to schedule. 


43. Along with the need to adjust the roadway structure to the improve- 
ments in train operation, it became necessary to extend passing sidings through- | 
out the System. Work on this project continued in 1958, and by the end of — 
the year subdivisions between Montreal and Winnipeg could accommodate 100- — 
car trains, and those between Winnipeg and Edmonton 117-car trains. Upon : 
completion of the project subdivisions on the transcontinental eee ag je 
be able to accommodate trains of at least 100 cars. 


44. Roadway maintenance was further mechanized in 1958 Hue the 
purchase of 260 units of roadway machinery. 


Signals 7 | pore 
45. The installation of Centralized Traffic Control on four subdivisions, — 4 


based on detailed engineering plans developed in 1957, was begun during 1958 — > 
and will be completed early in the coming year. Plans were also made for ee 
the application of C.T.C. to five more subdivisions in 1959. wid . 


46. A further improvement in operation was achieved freuen the comple- | 
tion of C.T.C. signalling in the west end of Winnipeg Terminals. 


47. These installations are part of the company’s long-range C.T.C. program 
which encompasses 40 subdivisions or some 4,000 miles of mainline track.  — 
This program has already produced significant improvements in operating Pos 


performance. pokes . : 


Yards and Terminals 
48. Considerable construction activity took place during the year to 


provide the railway with up-to-date yard and terminal facilities. Good progress © = pe 
was made with the three hump yards being built in the strategic locations of © as mA 
Montreal, Moncton and Winnipeg. At Montreal, grading and drainage was Se 


substantially completed, bridges were built, and one-third of the rs ee 
was laid. In Moncton, clearing and grading were well underway, and in A 
Winnipeg a start on this work was made in September. 


a 


=" 
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49. Studies were progressed for the purpose of finding a solution to the 


growing congestion in the freight handling facilities of the Toronto area, and 


it was concluded in principle that an integrated hump yard facility is required 
together with appropriate access lines. This central link would complete 
the chain of major classification yards now planned for the CNR System. 


50. Yard improvements and extensions were completed during the year 
at Pontiac, Mich., and Saint John, N.B., and reached the final stages of construc- 
tion at Joffre, Sarnia, Edmonton, and Port Mann, and at Flint and Battle Creek 
on the Grand Trunk Western. 


51. New. projects to provide additional yard capacity were started at 
Campbellton, N.B., and North Sydney, N.S., while work at Corner Brook, 
Nfid., progressed to the rail-laying stage. At year end, an expansion of the 
terminal facilities at St. John’s’ Nfid., was also planned. 


Dieselization 

52. The systematic dieselization of the System boutinicd with the delivery 
of 303 new diesel units. This completed dieselization of the Atlantic Region 
and of the South Shore of the St. Lawrence east of Montreal. The changeover 
from steam power was also virtually complete in the Quebec, British Columbia, 
and Northern Ontario Districts. 


53. The majority of diesel locomotives purchased during the year was of 
the road switcher type, an engine equally suitable for road or yard service. 
By the end of 1958, diesels were accounting for 88% of freight gross ton miles, 


95% of yard engine hours and 83% of passenger car miles. 


54. A new running maintenance shop to service diesel locomotives was 


completed at Montreal. This shop now serves as one of the principal main- 


tenance points on the Central Region. A similar type of shop was almost 


completed at Edmonton, while in Moncton preparations were being made 


for the construction of a running maintenance shop to serve the new hump 


i 


hard. 


55. At Senneterre, Que., work was started on a smaller shop to provide light 
running maintenance for locomotives operating in northern Ontario and Quebec. 
Rolling Stock 


56. A wide variety of new equipment was placed in service during 1958, 


adapting the company’s inventory of rolling stock to the constant changes in 


the nation’s transportation requirements. In freight equipment, 2,190 new cars 
were added, including two flat cars with a record load capacity of 168 tons 
for the handling of special traffic. Also included in this new equipment were 
five aluminum refrigerator cars, which were placed in test service to determine 
whether this equipment is superior, from an economic point of view, to 
conventional refrigerator cars. Allowing for retirements and conversions, 
the freight car inventory at year end was smaller by 1,296 cars. 


57. An additional 50 flat cars were equipped with special fittings to meet 


the growing demand for “piggyback” service, and an order was placed for 


125 of the highly successful double-deck automobile transporters, a product 
of CNR research. 


58. Ninety-seven units of passenger train equipment were added during the 
year, including five self-propelled ‘‘Railiners” and 51 modern air-conditioned 
roomette cars. 

21133-4—2 
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Service Improvements Bee a3 

59. Substantial improvements were made in freight and passenger. servic 
throughout the System. Eastward freight schedules from Montreal — an 
Toronto to the Maritimes were reduced by 24 hours, and one day earlier 
delivery was also achieved for freight moving wes tadie from Montreal and 


Toronto to Winnipeg. 


60. Facilities for common carrier piggyback service were plated in opera- 
tion at London, Port Arthur and Winnipeg. Piggyback service for re ae 
owned trailers was extended to include major points in the Maritimes. a 


61. Thirty-eight passenger train schedules were reduced by an average oe 
one hour and 35 minutes, largely through the substitution of diesel power and — fs 
self-propelled diesel Railiners. Two of the major trains affected were the :. 
“Maritime Express” and the ‘Ocean Limited,” whose westward ‘schedules * 
were accelerated by three hours and one hour respectively, while slightly Lie 
smaller reductions were made in their eastward running times. ane 


62. Railiners were placed in service on six new runs during the year, hein 7. 
the Maritimes, one in Quebec, and four in Saskatchewan and Alberta. AT Ata a 
year end, Railiners were in operation on 19 inter-city runs. 5 


63. The cafeteria car, an experiment in economy meal service, proved to ~-- 
be successful and six more dining cars were being converted to fill the demand. __ 
Wider use was also made of coffee shop service and dinette cars; the latter = 
were placed in service on the “Continental” from Montreal through tO, 
Vancouver. oes 


64. On October 5, the M.V. “William Carson” began scheduled service for eg 
passenger, mail, express and freight traffic between North Sydney and Port- oe 
aux-Basques. At that time, the harbour improvements and navigational aids 
were not fully completed, although test runs indicated that these improvements — = 
were sufficiently advanced to permit safe operation. ie 
Montreal Terminal Development 


65. Pursuant to the signing of a lease with CNR effective January, 1958, K re 
the Place Ville Marie Corporation, a subsidiary of Webb and Knapp (Canada) © o 
Ltd., started in November on excavation for the foundation of a 42-storey — 
ornce building. The agreement provides that a major part of the Place Ville” a 
Marie development is to be completed before January 1, 1963. gece 


66. During 1958, work was also started on the foundations for a new CNR 
headquarters building and adjoining public parking garage, to be situated in ¥ 
the terminal area. The office building will accommodate headquarters func- 2 : 
tions now being performed at some 20 different locations in Montreal. ee 
Integrated Data Processing 


67. Significant progress was made in the application of integrated date: 
processing techniques to the huge mass of data required to record and control | 
the railway’s operations. bak 


68. The first phase of the freight car control program was successfully 
completed by conversion from the manual method of accounting for freight ~ 
car movements and rentals to a fully mechanized operation. The second phase 
of the program, the establishment of communication circuits from coast to. 
coast to provide yard offices with advance information on freight train consists, 
to relay records of freight car movements for prompt shipper notification, and : 
eventually to improve the utilization of freight cars, was advanced by the com- rae 
pletion of the communications systems and yard installations between ‘Mont- soe 
real and Toronto. This network will be Saga to Moncton in 1959. 
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69. With the extension during 1958 of communications circuits to Moncton 
and Winnipeg, payroll operations for Canadian lines employees from coast to 
coast are now being performed at the computer centre in Montreal. 


70. Plans were developed during the year for a data processing system for 
the control of inventories of materials and stores. Implementation of these 
plans commenced at year end with the establishment of a purchasing and 
stores accounting centre at Montreal. 

Research and Experimentation 


71. The railway continued to carry out research into the technical and 
economic aspects of its many operations. These studies again yielded worth- 
while results in the elimination of unprofitable services and in the develop- 
ment and testing of new types of equipment. 


72. Technical research and materials testing produced such results as an 
improvement in the service characteristics of locomotive and car wheels and in 
diesel engine lubrication. Specifications were established for a wide variety 
of materials purchased by the railway with a view to economy as well as 
improved quality. 


73. Successful tests were carried out on a heated box car, designed by 
CNR to protect perishable traffic during the winter without losing the ad- 
vantages of the standard box car during the rest of the year. At year end, it 
was planned to order 200 of these versatile cars. 


: 74. Several studies of technical railway problems were also carried out in 
conjunction with the National Research Council. 


75. The Operational Research Section that was established in 1957 directed 
its efforts towards a study of train performance, freight car and diesel loco- 
motive utilization, and inventory control. A useful analytical tool was 
developed by the use of a computer to stimulate train performance under 
varying conditions of train load, track gradient and curvature, and speed 
restrictions. 

GENERAL 


St. Lawrence Seaway Project 


76. At Victoria Bridge in Montreal, work proceeded on new highway 
approaches and lift spans to permit an uninterrupted flow of vehicular traffic 
over the Seaway locks. Progress was also made on the construction of a rail- 
way diversion around the St. Lambert Lock. 


Hudson Bay Railway . 

77, Early in 1958 the Hudson Bay Railway (formerly operated on behalf 
of the Department of Transport) was entrusted to the Canadian National 
System on a basis similar to that of other Canadian Government railways. 
Accordingly, the Shareholders’ Equity account was increased by $34.7 million. 
Co-operation under the Canadian National-Canadian Pacific Act, 1933 


78. The subject of train pooling continued to receive the consideration of 
the management of both railways, but no changes in pool service were instituted 
' during the year. 


Corporate Reorganization 


79. Further progress was made towards the simplification of the System’s 
corporate structure. The number of corporate entities comprised in the System 
was reduced from 45 to 37, and preliminary steps were taken for a further re- 
duction in 1959. 
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THE YEAR IN PERSPECTIVE | 


80. The financial results for 1958 must be regarded | as fa 
concern. It is appropriate, therefore, that some comment 
factors which stand behind the fosul of the recent Past: and ¢ 
into the future. | ee 


81. One of the major ete hae een the railway’s ineres : 
partly as a result of competitive pressures, on traffic from the natior 
resource industries. This traffic, which accounts for the bg Toe 


Asa consequence, even in a mild recession the railway? s revent 
a relatively severe decline. 2: 


_ 


wages and See prices. During the ere decade these 
have far outstripped the effective revenue yield of consequentiz 
and the real improvements that have been achieved in cue i 


Yt, 


dence. More recently, higher interest rates have adda sul 
the carrying charges of borrowed plese and in this: conn 


In consequence, fixed Sie have risen a $95, 4 milion 
million in 1958. — = 


control of management. In Canadian ational: as in most et 
are continuing improvements in efficiency and a never- -end fs 
opportunities for still further improvements. The task for the f 
readjust the railway’s plant, facilities, and working force te the 
quantity of service which the public, increasingly accustomed on 7 
alternatives in transportation, is prepared to patronize and to. < 

task is being tackled with vigour and resolution. aS 
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24 "_SESSIONAL COMMITTEE. 


AL DECEMBER 31, 1958 


Note 1. Feopet ty Investment: 


values appearing in the books of the several eae hon compr S - 
to the extent that these have not been retired or replaced. : 


Depreciation on Canadian Lines: Depreciation accounting as 
equipment in 1940, for hotel LEDS Cs in 1954 and for track and ¥ 


1958.. The depreciation rates used are based on the sina 
the properties but do not provide for depreciation which was n 
prior years under the a eat and retirement accounting 


more fabiont equipment. A provision of $7,500,000. for eae me 
preciation charged in the accounts in 1957 was reversed in ie a 


reserve for Aeucebed. 


Depreciation on U.S. Lines: Replacement accounting for tra 
tion accounting for equipment and other physical property exce Li 
continued in accordance with the. regulations of the Inte at 
Commission. rie 


Note 2. Material and Supplies: 


The inventory has been priced at laid down cost based on : 
cost for ties, rails and fuel and latest invoice price ao new m U1 


and scrap materials. 


Note 3. Capital Stock: ae 


shown in the Public Accounts of Canada. 


Note 4. Pensions: r 


At December 31, 1958 an amount of $203,525,180 had a bee | 
the Pension Trust Fund in respect of pension liabilities. This < 


ie Eilocniecg of funds for pensions conditionally accruing i in , respect re 
now in service. ; ihe elie. pe Me ie ie 


Note 5. Major Conan 


(a) Chicago & Western Indiana Bouroad Company Dae ie Sas 
Pursuant to a joint supplemental lease dated May ‘bE 1952, ‘the 
Western Railroad Company and four other proprietary- tenant 
obligated to pay, as rental, sinking ER parents. sufficient to re 


he, te 


= 
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maturity and interest as it falls due with respect to First Collateral Trust Mort- 
gage 43% Sinking Fund Bonds Series ‘“‘A” due May 1, 1982. The Grand Trunk 
Western’s proportion is one-fifth in the absence of default of any of the tenant 


. _ companies. The bonds outstanding at December 31, 1958 total $55,808,000. 


(b) Detroit & Toledo Shore Line Railroad Company: 
y The Grand Trunk Western Railroad Company is jointly and severally 


liable as guarantor of principal, interest and sinking fund payments with respect 
to $2,850,000 First Mortgage 34%-30 year Series “A’’ Bonds, due December 1, 


1982, of the Detroit & Toledo Shore Line Railroad Company. 


‘CONSOLIDATED INCOME STATEMENT 


1958 
~ Ramway OPERATING REVENUES 
Freight services...... PREC LET Sang EAR (RS fae Ne me Me aaa a RPT a a $560, 265, 237 
“3 TP ASSCHOEY SERVICES. Sie ee oe eee ee nd uO Re ed hae alg oo 50, 498, 785 
a UR DL OSS cons eave eee eee Renee ie ohh cre ike bie Shogne Mipitic A ee aes 42,610,340 ~ 
Communications.......... pate Lh Ra eae eats gerd te es weceatal tie gl ake ate 23, 962, 528 
BAL OCH GY (aio tat. oe tee eee hic gris dtc SV RAN TE Peta eae al eo 27,615, 520 
Metalboperatinge revenues a ory wou kev ukoy nha. i Meee 704, 947,410 
‘Ramway OPERATING EXPENSES 
Pea OAK: MAIN LONONCE ts Oi Sch e e e init rena Bee pe cee sear 157, 280, 243 
Equipment maintenance............... i eee SPLAT, Sia pat mee EN 145, 971, 081 
Ur eOrUGe) dee gas Siete ay eee EP Wataks Gites owe oma ak oie Gree 14,773,879 
‘Pransportation.. 2.20.06 0. 6.5% Seine eae eT BE Po Sark eee Marya Racal 319, 380, 898 
er Aa mrisce taneous OMETAGIONG< 3% 7k. co eas sions Chk. os ae LP ee eee 5, 936, 1388 
san General he ere nes iy en rents eee nL. fs RSG IG clas © ese D 56, 679, 260 
ee Total ian CMU Red far erate ae a aye a oe 700, 021, 499 
Ba Net revenue from TAL Wa OPCLAnlONS 62%.) rsa a ae pes Sas 4,925,911 
| ‘Taxzs AND RENTS ee 
23 Deets eI ery, (AK DCCINANG ee inn eeru et Re ogi iis cc's ates ag ees abe s 17, 466, 769 
K Equipment rents—Net debit.....................505. BAS en Fats 1, 634, 395 
cea JOmmaacuiLy Tents— Nee ebits 46 cs ees we Ek weg re wa ees 89, 202 
| Bee ates and rents ee a iy eS 19, 190, 366 
’ . : Y on SS 
i coer Net railway operating income Be icc ar RIC gn ee aie ee at ER ~ 14, 264, 465 
. Orar INCOME ‘ 
Income fromiléease of roads ois ok A. oe Sp eet Nala MS 45,351 
Reet VS COManieo ue renese NOt) 6 iis sere 4 cok he wk brea Bek UBT E eS eee pen eee 1,432, 538 
Sie et Income from non-transportation properties...................-..208. 1,261, 124 
eS RN PE MRC Oct tee St tae ern ONT tig Sie G wars swe aes Be te eyes 1,895,447 
“ach oe Tee Sa BABIN VERSS 15 DIST CCE 7 8” Raptr MRA GES AAR OES Gol uM te ein oenaan ARMS OD BOI 194, 892 
; AE ek: ERE CEe RUC OME st os eh fe one ae hates Boe ht Ie bios aPC ey wines 3, 687, 046 
As gs DEISCE ANC ON SSINEt) shone hoa sete ae dah Od we aed oes (end eats @ 968, 162 
BE. Profit and loss— Net Gene OF MCU G Ne en aie ei ee atta ate cee a 290, 293 
ee ter othariiicane.. as. itcey Hie i oes dase Pes cae ey 9, 194, 267 
x Seek ne Sea, > Deficit or surplus before fixed charges....................05. 5,070, 188 
ae, by ae 
tr a 
oc FIXED CHARGES / 
eae Paine fOr Leased FOAGS. s.ca. c55 eos dees a este Ete ea Stone @ ime SES 133, 667 
———————s«T[nterest on bonds, debentures and equipment obligations............ 33, 872, 693 
WTR dette IECrest OM COVEINMONE LOANS. oct Gah. TAG ocin's ois pec hoe ow peace elas 11, 097, 583 
Ben Vee aC OE TO GREE AIOOU oe Sepa ceed cect es ta 2 bad oN oat Pom slewine ee 345, 388 
_~—--—-s Amortization of discount on bonds. ............6 5+ 000s serene eee 1,071, 905 
= SERN ETO GRUPOS hl ic vai Th aot ens Lahde, Behe asarhiley heationae * 46, 521, 236 


ee Pefetc: s <o Seemed S PURNA BIG Otek el EAs Joop) oe 5 Re $ 51,691, 424 


1957 


$604, 932, 271 
58, 035, 602 
42,926, 608 
20,750,060 
26,521,423 


753, 165, 964 


153, 760,070 
161, 961, 616 
14, 507,955 
342, 364, 345 
7,066, 328 
54, 895, 727 


734, 556, 041 
18, 609, 923 


16, 573,037 
3,856, 235 
229, 065 


20, 658 , 337 
2,048, 414 


45, 362 

1, 256, 902 
1,436, 271 
1, 606, 824 
374, 061 
2,919,346 
1,323, 308 
485,479 


9, 447, 553 
7,399, 139 


161,898 
24,766, 117 
11,049, 277 

308, 155 

686, 233 


36, 971, 680 
$ 29,572,541 
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tif va ; RAILWAYS, AIR LINES AND SHIPPING 29 
aes : | 
ae Property Investment at December 31, 1957............6..0. $3, 301, 645, 288 
eee Expenditures in 1958 
eas HONG WAY DLO VEIDERUS, 3'4.1 ncaa tee SG ae $ 60,159,115 
4 sa rrectermiana la ss oe esta tac ae RIP ec Gi a ea 14, 387, 853 
f, . Communicdtions faciuticss. <tc. pales ee ek ' 14,443, 996 
Roatlwar pulldingd=. on oe ee eas ene 10, 839, 329 
Neate LYAGKS HHI SIUIRE Gs. is ee. ais Ss ks, Oc ee 5, 730, 102 
Roadway and shop machinery 5 5 yo. ch os bbe aS Dy ole Ooo 
Pk a 09 Kc Poa gto aE PAO craaeadty RON Rw re anata ERM oan tey eT) 3, 934, 965 
Highway crossing protection... 2.522655 5 fe oe ce 402, 362 
AGING I VAIGIONE Ge ed eee Roan ee om Ml Re See 1,579, 423 
Other facilities’. ic3gh500 = ete ee rte Cage et EC Seog 1,583,416 
“3 HSPN loine Sarin coh. co Ce a ee ee ha 9,808, 097 
et TLOLEI Ss puree, opie ae tnt sian TBE: SERINE spelt RS MIN Meta gs 5, 946, 907 
eee MOONE Ge sria CREA Rian ieee ee ORR eh a ee iy a 114, 400, 742 
me ——_—§——— $246, 518, 662 
: ~ Deduction in respect of property retirements in 1958......... 51,428,710 
Ses 195, 089, 952 
-~—-s Government of Canada investment in Canadian Government Railways 
Se ag ' Hudson Bay Railway—Entrustment.................04 34, 682, 535 
See Northwest Communication System—Entrustment...... 17,833,075 
Aras Property, retireMentss... woke sks We asics De 1,545, 560 
me | alge ee —_—____—— 50, 970, 050 
Rat ss Purchase of Yukon Telephone Company Ltd................ 625, 000 
: : 246, 685, 002 
pe) eae roperty Investment at December 31,1958... 06.005. csc, $3, 548, 330, 290 
a fo eee RECORDED DEPRECIATION STATEMENT 
: a? eg pete Depreciation at: December 311957 i ee. $°-511;:251, 267 
Bey ot hee | 7 
2% _ Add—Provision for depreciation for the year 
te <eee Road Maintenance 
ae 3 i Road property. depreciationis ca.5 fsa s See es oy $ 38,055, 747 
es = Ls eee Equipment Maintenance 
ae Se Rolling stock and vessel depreciation... x. 39, 121,392 
pS Reversal of supplementary dep’n. —steam loco- 
per att Be OCR V-OS oF Re Re as se ee Ta 7,500, 000 
Other equipment and machinery deprccmtion cae 1, 538,372 
Other Ri Vata sb POPES tee ia een Dik Comme ec nero 1,132, 225 
Rg Nr —_————— $ 72,337, 736 
=a eae Deduct—Charges i in respect of property retirements......... 31,089, 600 
tT ete Less—Capital losses ae gee to Shareholders’ ue hae 
bic: sae nh oe : steam locomotives. . : 7,000, 000 
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. we 48, 248,136 
yes } >» > ———— 
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32 SESSIONAL COMMITTEE 


COMPANIES COMPRISING THE 
CANADIAN NATIONAL RAILWAY SYSTEM 


CapitaL Stock OWNED BY GOVERNMENT OF CANADA 


Company 
number Leo ee 
1 Canadian National Railway Company (Common).................+esee0005. $ 389,518,135 — eet 
Canadian National Railway Company (Preferred)..............00cceeeeeecee 882,320, 571 nly ae 
$1,271,838, 706 ee 
eS ee eT, le 
CapitaL Stocks OwNneED By System or Pusuic ; ee Age 
Controlled Capital — Rares 
by company stock Qwned by = S=a73 
Name of issuing Company number issued public Saga 
: ee 2 
1 Canadian National Railway Company......... see above i : Saito ee. 
2 Atlantic and St. Lawrence Railroad Company.. 1 $ 6,302,340 $ 3,840 Becige 
3 Canadian National Express Company........... 1 1,000, 000 oS OS aa 
4 Canadian National Hotels, Limited............ 1 29,257, 700 Reg * ? 
s Canadian National Railways (France).......... 1 1,886, 114 af Saree 
6 The Canadian National Railways Securities sf ate 
SETUBRG Sy ce eho Merry hea oy eerie co) ene 1 5 million shares eRe ei. 
7 Canadian National Realties, Limited........... 1 : os aos 
8 Canadian National Rolling Stock Limited....... 1 50, 000 : aoe 
9 Canadian National Steamship Company, a ‘ iui: 
Taaiited wie eee ots eC Re eae ele, a ea 1 15,000 Dea 
10 Canadian National Telegraph Company........ 1 525, 900 Ae mae 
11 Canadian National Transfer Company.......... 1 500, 000 are. 
12 Canadian National Transportation, Limited.... 1 ~ 600 ee Re 
13 The Canadian Northern Quebec Railway Com- js 
POWV Riss ser he ethan Ses kee ee ee 1 9,550,000 3,849,200 aes 
14 The Central Counties Railway Company....... 1 500, 000 12,000 Coen 
15 The Champlain and St. Lawrence Railroad Com- Lay 
PAN Vests pe aes tab we cance sae eee oa ee Gatcts 1 50,000 
16 The Great North Western Telegraph Company 
OTA ANA AO vent ieee eg RMR Sea Ae Sa 1 373, 625 - 6,825 
17 The Minnesota and Manitoba Railroad Com- ate . 
DAY 8 ten ent Mee) Re hee dere eT CEN EN Coit comes 1 - 400,000 Y 
18 The Minnesota and Ontario Bridge Company... 1 100, 000 : 
19 Montreal and Southern Counties Railway Com- 3 
a ec eee tee pape Pees an ae ley Sar ee nik rire 1 500, 000 140, 600 | ; 
20 Montreal Fruit & Produce Terminal Company 3 > 
ieee ee en rP et cee WEN 1 i aes - : 
P| The Montreal Stock Yards Company........... 1 350, 000 . ie 
22 The Montreal Warehousing Company........... 1 236, 000 2,153 aes 
23 Mount Royal Tunnel and Terminal Company, ; pee 
ELE ee ee ee WEE 1 5,000, 000 ate 
24 The Niagara, St. Catharines and Toronto Rail- , ; : ee a 
Wa Wompanye ss. reins ee es 1 925,000 eee 
25 The Quebecand Lake St. John Railway Company 1 4,508,300 489, 160° 223s 
26 The United States and Canada Rail Road Com- = ae 
PRY oe ce ey ane eat ES Ae es Ngee eR 1 219,400 425 = 
27 Vermont and Province Line Railroad Company 1 200, 000 set 
28 Yukon Telephone Company Ltd................ 1 62,500 c Wee 
29 Central Vermont Railway, Inc................. 1 10,000, 000 ae 
30 Central Vermont Transportation Company..... 29 ~ 200,000 ay 
31 Duluth, Winnipeg and Pacific Railway Com- a a 
ELSE be RS Cae Bnei conection ee 1 3,100,000 
32 Duluth, Rainy Lake & Winnipeg Railway Com- ‘ 
jb ASS ee Cee Rtas DPS RCme DL Wiest he a eer aT 31 2,000, 000 
33 Duluth, Winnipeg and Pacific Railroad Company 31 100,000 
34 Grand Trunk Western Railroad Company 
(COMMU 5 5a a eee ie te se Ree i 20,000,000 
34 Grand Trunk Western Railroad Company 
CPreferredy foro Nee ee De ee eee pe 1 25,000,000 : 
35 Consolidated Land Corporation................ 34 000 
36 Grand Trunk-Milwaukee Car Ferry Company.. 34 200, 000 
37 Industrial: Land-Compary.s; ote. 22s eee 34 1,000 
$4, 504, 203 


In addition to the shares of the Canadian National Railway Company the Government of Canada has : 
also invested $432,549,139 in Canadian Government Railways. The Canadian Government Railways 
property is entrusted to the Canadian National Railway Company as part of the System. Peri 
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OPERATED MILEAGE AT DECEMBER 31, 1958 


Trackage 
Owned Leased Rights Total 
Pirst ma track im Gantdas 2220 i. eh eee es oe ae 20 Uek 36 195 23,258 
Firstomain track, im United Statesy.. oc, ca. nese ban cee 1,438 182 123 1,743 
Total-first: mam track. a ee 24,465 218 318 25,001 
Other main tracks el sort te as Lae ees pa! 1,170 — 83 1, 253 
Spurs, sidings and yard tracks.............. a era fe Irae 6, 949 74 1,587 8,610 
Total all tracks 46) ooh pets co cree oe 32,584 292 1, 988 34,864 
INVESTMENTS IN AFFILIATED COMPANIES 
-NOT CONSOLIDATED 
Trans- 
Investment actions Investment 
Company Percentage at Year 1958 at 
Held Dec. 31, Increase or Dec. 31, 
1957 Decrease 1958 
The Belt Railway Company of Chicago 
Capital Stockwer... Sawe eee aces rn es. 7.69 $ 240, 000 $ 240, 000 
MALY ONCE Ae Ria ec ei ete nema wae, Ye 51,450 $ 833 51,117 
Chicago & Western Indiana Railroad Company 
mst al ps bOC Ks. 2 un ie ae ie en he tote 20 1,000, 000 1,000, 000 
Advances ee Sa ee et S cae Mat 9 SAC ae EE DEAR 7 Roy . 5, 272, 544 327, 660 5, 600, 204 
The Detroit & Toledo Shore Line Railroad Company 
Capital Stockton ie pens b de ale aay Se 50 1,500, 000 1, 500, 000 
Detroit Terminal Railroad Company.. 
Capital Stock! } tae vee Ome Re we es 50 1,000, 000 1,000, 000 
Northern Alberta Railways Company 
Gant Stock 32. acis ke ee rsa es 50 6, 818, 000 1,050, 000 7,868, 000 
POT eee eae iad ate a as ee ae 50 13, 549, 500 2,000,000 15, 549, 500 
AA VAN CCS ca cocoa -aeaacarr ete, Sau eT Me ere he etn 1, 150,000 1,000,000 150, 000 
The Public Markets, Limited 
Aa eiAdcfo GOOG Kins Ne it ai Seay Raowh ee 50 575, 000 575, 000 
Railway Express Agency, Inc. 
GADTEAL SUOCK ue das, contests ikea teas eee bones 0.6 600 600 
BOY ANROS sleeps cei he- te at ae te pi ae a ior 173, 493 173, 493 
The Shawinigan Falls Terminal Railway Company 
Caortahetoek. odctost Leena Leet Sele eons 50 62, 500 62, 500 
The Toronto Terminals Railway Company 
airtel COCK ca). clei Vale as tela eats eae 50 250, 000 250, 000 
PREG ooo ks he LN lee ee aoe Be ee tate 50 12, 120, 000 599,600 11,520, 400 
UNE VR ROR Sea On aoke katy ol ea RANE eee 193,715 193,715 
Trans-Canada Air Lines 
(CAG RISLOCK timate ac Chel diiaras cote ee Site 100 5,000,000 5, 000, 000 
Dewenturese cco se bis Chm tf) Rani 100 20, 000, 000 6, 500, 000 26, 500, 000 
PRON ANOBS ShcA 5 toe, Gee os Maries tee ke so ane hated 32, 000, 000 24, 600, 000 56, 600, 000 
Vancouver Hotel Company Limited ; 
OAD TEA GOC Kia, seiko aha ae aE es ae 50 75,000 75, 000 
| Sotalioy Gls By ea Woon ee $100, 838,087 $ 33,071,442 $133,909, 529 
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SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR 1958 
Source of Funds 


Amount recoverable from Government of Canada in respect of deficit for 
the year (including $48,000,000 received on account prior to December 


B17 1958 bo, Soe eee ee ee eine ene $ 51,591,424 
Increase in Recorded Depreciation 

Provision forthe year ro Vee a oe PEM TG leon $ 72,337,736 

Less—Reduction in respect of retirements.......... 00.000 cece eee eens 24,089,600 48,248,136 
Long Term Debt 

Increase in bonds, debentures and equipment Opi esuons: SEN eae 285, 483, 471 

Less— Decrease in Government of Canada loans......0..0.......006. 139,176,152 146,307,319 
Shareholder’s Equity—Government of Canada 

Issue of 4% Preferred stock of Canadian National Railways........ j 20, 966, 489 

Capital loss on retirement of steam locomotives charged against no 

par Value-eapital: stock. 9s ee oe A a, yea 7,000,000 

Additional capital invested in Canadian Government Railways..... 50, 970, 050 64, 936, 539 
Decrease: in working capitals Nee wen oe ho he te. a oe ty uae lg Mente : 17, 703, 398 
Government of Canada current. account.) 2500.00 60. ee ee ce new eee 12,981,117 


$341, 767, 933 


Application of Funds 


Dehicitfor the wea? jacks. mae vena cee wi enn eee, akth teat Lee, Seta $ 51,591, 424 
Property Investment i 
INCCIGIONS Cie! eet ata ae Nigh te ene sda trnes iu Rn ania cae Merc oli arg Uae aides una ckt y $246,518, 662 
ess Retirements.. coos Re oy ats oe ane OE ae eee oe a 51,428,710 
195, 089, 952 
ee of Canada expenditure on Canadian Government Rail- 
AE ie a Shh tiebantay SLM Ea yeas SAND, Meat alt tun aa cpus ou Seg 50,970,050 
Pike of Yukon ‘Telephone Company Ltd... 200.5. 2. 2. ve eee es 625,000 246,685,002 
Advances to Trans-Canada Air oines.o tay eG, Sarita oe aiew Vine bee ieee 31,100,000 
(6) AY aha kee OURS RAR ASAP cong: UPR ENAT EONC rata Veh 8) tit 8h on WRG ro nye 12,391, 507 


$341, 767, 933 


EQUIPMENT PLACED IN SERVICE DURING 1958 


Motive Power Equipment Passenger Equipment 
Diesel-Electric Units 
98 1200 HP road-switching 2 coach cars 
64 1750 HP road-switching 1 dining car 
73 1800 HP road-switching 51 sleeping cars 
17 1750 HP road-passenger 32 baggage cars 
14 1800 HP road-passenger 5 unit cars—diesel railiner 
1 250 HP switching* 6 unit cars—electric* 
26 900 HP switching coe 
11 1000 HP switching 97 


Electric Locomotives — 
8 300 to 600 HP electric locomotives* 
9 400 to 900 HP electric locomotives* 


321 


78 Steam generator units 


Freight Equipment Work Equipment 
401 50-ton flat cars 10 diesel locomotive cranes—30 ton 
2 60-ton depressed flat cars 2 Burro cranes—12-ton 
2  1873-ton depressed flat cars 1 diesel wrecking crane—60-ton 
2  168-ton depressed flat cars 1 diesel wrecking crane—250-ton 
15 30-ton stock cars 1 Jordan spreader 
1,150 70-ton triple hopper cars 5 Jordan spreader-ditchers 
200 70-ton gondola cars 145 30-cu. yd. 50-ton air dump cars 
13 40-ton longitudinal hopper cars 3 unit car snow sweepers* 
88 70-ton longitudinal hopper cars 3 unit car line cars* 
80 30-ton refrigerator cars 1 unit car work car* 
205 50-ton refrigerator cars 4 work cars* 
20 30-ton air dump cars — 
12 cabooses 176 


| 


*Electric lines equipment of aaheatinee 
companies amalgamated with parent 
company in 1958. 
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INVENTORY OF RAILWAY EQUIPMENT 


wees Orders 
On Hand | Placed Converted On Hand Out- 
Jan. 1, 1958 in Retired 1 ———————- Deec.. 31,___ standing 
Service - Added _ Retired 1958 Dec. 31, 
1958 
Motive Power Equipment 
Steam— Road Locomotives... 1,192 193 = 999 
Steam—Switching Locomo- vote 
CIVORG 2 cae). 7 Re a ada ato 252 ; 37 215 
Electric Locomotives........ 33 » 17 - 50 
Diesel—Electric Units— 
Road—Freight............ 173 1 172 
Road—Passenger.......... 88 at 119 32 
Road—Switching.......... 742 235 tee | 978 95 
Switching sya iiaians ae ot 430 38 1 467 23 
LOtAL: oot eee 2,910 321 231 1 1 3, 000 105 
Steam Generator Units..... 78 : 15 93 1 
Freight Equipment 
ORCAS A. Fine Gar abae eee 81,860 2,461 263 79,136 125 
FIAGSCATSS hire, cata tidsey oo 6, 407 407 186 59 6, 569 
Stock tars), 3.24 See 2,765 15 74 2,706 
Flooper Cals oics be en 6,517 1,150 150 3 7,514 467 
Gondola edra: 6. in fare: 12,047 200 103 1 12,143 
Oreieare, oa ee A ee 1, 649 6 1, 643 200 
DAM aSt Cars ..ged.ionieeos hee 2,667 101 39 2,729 
OAK Caras tec eed een tak eee 25 25 
Refrigerator ears: ... 5.25... <2 Salt. 285 76 7 5,413 
Age MOAMp CaTsiia,.c er lieoe oe 20 20 
ADOORE CATS. coe eet a 1, 853 12 58 1,807 
Other cars in freight service. . 1 1 
POtah oo) ous Mae sae et 121,002 2,190 3,153 333 119,706 792 
Passenger Equipment 
Coach ars 2. - 2d ae ee 979 2 30 13 5 959 
Combination cars............ 238 z 231 
PINS COTS. Oaks Shae 104 1 105 
Colonisticarss: acs 02 eee 68 3 65 
Parlor cars....... Ue en ey 76 76 
Cale Cara Se eee ae 18 1 17 
Sleeping cara... tdesa at : 452 51 15 488 
FE OUPISUCCATS Au Oe Cee Pra es: a2 1 31 
Baggage and express cars..... 1,415 32 15 £ 1,431 
Postal CAS. Ms cos tellgs eet 56 ; 56 
Bintiears7.) Aas hwo 53 11 64 1 
Other cars in passenger service 81 9 15 57 
Potale cio he ee SiDie 9% 64 13 38 3,580 1 
Work Equipment 
Units in work service........ 9,676 176 460 343 9,735 14 


Floating Equipment 


(Gan terriegen = cuc8 Sy ole 8 8 
aAteen® (im aw ath Ae ROR fake 6 6 
DLCABICTS: wee vas; he Ae 15. 15 
EES See charged atte reins a es ors i) 1 < 6 
WiSr ee eee an, Pee te Z 2 

tal taree oe 36 1 aE 
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36 ee 
STATISTICS OF RAIL-LINE OPERA 
ue a | 
7 “3 at i we 
Train-Miles ae 
a, Breightiserviees cigs ce heen. paukeles fa su Wales wise Vir 6 hy gtacoare Duane enn. 
Passenger S€rviCe. of: sikaavcs ose es ae ewe howe wade CEE Ce eS 0 eee Ames 
Work service....... a Rees Re Rare amt em CEE sr Hm TSS Ins a. P 
Total 4rain=mileg i555 pop ts ae oo ole ae ee ep eee 
Locomotive-Miles 
Freight: services: Go Vasu visas Sik @ Face Ope Oa oae bette teen ees 
PassenQer BEEVICOE 6 5 \acate algae = Fioihin 0.06 Fans acd net ous tage arta eas rmreeeE 
‘Praite BwitChme—Erewentesn sh cd os bee ees De aes 0 SR 
PO ASSEN GOT re soso ocarele hele os aie EE PN Gan eaten eT 
Sard switeh ne —— Eres Wis eg ysis ce oh eis eae ee hea ees bene 
= PARBOTISET . Sco hy cSalg 4 en cou CG Cw Anes acct eB opens 
WVOLK BEING, Coo ayn eek ie a or wa ees v a ae ts 
Total locomotive-miles..............00005 Sap ihiee ae Pei 
Car-Miles 
Freight Service; : 
Loaded freight cars............. See By ieee Sa aa vatignh Giercarier seve 
Empty freight cars............... MNES MLE SOREN Seas aa en eis 
Passenger coach and combination cars........ Poly Nie aoe ae 
Other ears....... oe Sie Seen eae : Pies wits Prato a 
(CADOOSS PALS: so. eelas Poo ae SP ag ee Rie outa ook De | es 
Passenger Service; : 
Loaded freight:earss.05 55 no A Dae Ree estes ae : 
Hampty eioht Cares Gee a hl ee ee gen ee eats 
Passenger coach and combination cars................... A eae 
Sleeping, parlor and observation cars... RS ie Rats Ache eS 
Dining cars..... Pst igus uucpeen «aes cy graeme cer aor IE I ti eee 
Motor unit cars..... olson oP pee ete eer gt F isheeen ae 
Other cars (baggage and express cars, LC) EER LS eins 
Workssepvice isis. c: tes ee eS pap Rete! wie gt et ie paanite 
Woval-car-milos 103. 34.5 8) oe ey cae ele ee 
Average Mileage of Road Operated........................ Ber aT oh Fem 
Freight Traffic ones 
Tons carried—Revenue freight...... SR ore larten deavespiolniehry vinta caus eer 88,8 
Pon-miles hevenue dreight 3 0 eh Bie ee ANG 76,836,756 36. 
Hevenle Den tongs ey ci eke te es ae Guth) Open Behe hee 2 "$6: 85045 <2 oe 
Revenue perm@onsmne. ta) NG Nt eee ae NG, Wi aeute : e 
guverape Kaul (oatled erg ciees aude, Minter eye rea a Aad Slee Cad 
Ton-miles— Revenue freight per mile of road............... oi Rees 
Ton-miles—All freight per mile of road................ ray Teka tere 
Gross ton-miles of cars, contents and cabooses................. ; 
Net ton-miles of freight (revenue and non-revenue) 6.554) Fak aes wel : 
_ Train-hours in freight road service........ Rigg te cco ly ie OO nae See 
Gross ton-miles per freight train hour.......... Aaah we RE ie = 
Average speed of freight trains (miles per hour)......... ae PONS an 3 
Average gross load—Freight trains (ons) 7 Sui aa a se oe Saath 
Steam locomotive miles per serviceable day (excluding stored).... 
Diesel unit miles per serviceable day (excluding stored )*2 2p ace year 
Passenger Traffic : ‘ 
os Passengers cried sto) i) 5 4eit 8 A ne a ohn Racca reithie 
WAsRenpetoWnles cls it Seo, ie Phe Teed  N We heir : 
Reventie-per passenger ie eee ius 12 vin, eh os ees 
Average passenger journey CEMTES ie ay aes aie hohe ee eared . 
Htevenns per nassenwermile Poh te SNe Cee ae ieee ; 
Passenger-miles per mile of road......................... ; Reais 


Percent on time arrival principal passenger trains................ Ee 
Steam locomotive miles per serviceable day (excluding stored)... 
Diesel unit miles per serviceable day (excluding stored)............ 


Net Railway Operating Income 


Gross revenue per mile of road. 


$._[o'siea. a. Te, ame CR ore aap ela lal best hag al 


Gross railway operating charges per mile of road..... ian aie a A 
Net railway operating income per milé of roads) Ae oe eee aS 
‘ : y ae 
+ es: Pack 
E sii “ pes 


= 
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REVENUE TONNAGE BY COMMODITIES 


Year Year Increase or Decrease 
1958 1957 
Tons Tons Tons Percent 
Agricultural Products —— — — 
WY ATEA TIE Sits Rey ante aie eat oth Ae ae Y ely 6,638,859 5,960,203 678, 656 11.39 
DEDOR STATIS? nk rote. -c ik eatin MC she ale Soe ety die eee eh ee 3,408,176 3,426,355 18,179 63 
CFEAIN PFOCUCUS. get eee ee ye a ol, ee AL | areca eas 3,000; 170 935315, 126 14,956 46 
Fruits; fresh: or fresh frozen... Avge. ion 88605 sce 6 vaste 373,431 422,058 48,627 11.52 
Veretables,: fresh or green. 2.2.0. shes fas oy ae me ee 5 730,393 691,618 38,775 5.61 
Other agricultural products: apa ci toe oe Cugeteok eats was 1,173,934 1,266,173 92,239 7.28 
Total Agricultural’ Products: .. ii. 6. var 6 isan 15,624,963 15,081,533 543,430 3.60 
Animals and Animal Products 
Biviestock We merce hia Sve are eh inetd wes ae wer rene 302, 646 330, 848 28, 202 8.52 
putter: cheese and-egvs 4's oo a ee ore weet we 52,159 59,377 7,218 12.16 
Fresh meats, fish and Hecloie house products 
(GAVE) soe ee cigs cig Sa eA ee eB oe Smee 289,048 328 , 364 39,316 11.97 
Other animal products (non-edible)................. 152, 602 199, 923 47,321 23.67 
Total Animals and Animal Products........ 796,455 918,512 122,057 13.29 
Mine Products 
Gre er ee pte Cee Bd ees ROS deiner oS arg ce apr 8,535,371 10,270,018 1,734,647 18.89 
OKC ee Lam Sian ee Coe ea tay Rt sarin cai 2 og 799,999 957,506 157,507 16.45 
ATONOLE pee ete a PRG RES seals ee 1,997,265: 3,211; 103". 1,278,838 87.80 
Aluminum ore and concentrates.../.............5-. 464,498 542,785 78, 287 14.42 
Copper ore and concentrates............00. esse ee eee 381,985 311,070 70,915 22.80 
Copper-nickel ore and concentrates................. 1,348,524 1,849,341 505,817 27.86 
Non-ferrous ores and concentrates (N.O.S.)......... 1,385,981 1,475,673 89,692 1 6208 
Gride petroleuniss (React ae ahs ei eae 2715370 502, 652 231, 282 46.01 
Building sand, gravel and crushed stone............ 8,416,150 8,630,665 214,515 2.49 
CPUGEEY PAUDT ess 2 re tere wee eects eet een acd aren sta 1,682,262 1,641,655 40,607 2.47 
~- Other mine products (non-metallic)................. 3,425,820 4,002,504 576,684 14.41 
Total: Mine: Productsiac cca. sdk oman 28,704,225 33,394,972 4,690,747 14.06 
Forest Products 
Logs, posts, poles and piling (excluding cordwood 
aud fuelwood). ieee sna eaten wee a istins siete ee 935, 550 957,425 21,875 2.28 
Lumber, timber and plywood...... Agrritens ee aes. 4,026,108 4,142,645 116,537 2.81 
Rr OO. We eats fat ted pean carn a ee noe pean oa ee 3,505,414 4,962,465 1,457,051 29.36 
Other forest products...... rs Min oe Oe ee nd 208 , 803 276, 080 67,277 24.387 
LOH Poresterrod ucts «> tain ucrtew atc ce oe 8,675,875 10,338,615 1,662,740 16.08 
Manufactures and Miscellaneous 
Tron and steel: pig, blooms and ingots............... 368, 184 620, 681 252,497 40.68 
Iron and steel products (manufactured)............. 637, 792 772,985 135, 193 17.49 
Non-ferrous metals: matte, pig and ingot........... 1, 051, 139 .- - 1,063,442 12, 303 1.16 
Machinery, boilers and castings..........2......00- 310,371 388, 209 77,838 20.05 
Gracling uorts wera ek REA Ree ae 2,237,256 2,395,292 158,036 6.60 
Re ipesd: OU Aas ice Wwe oe He eh Ee hee Wg ees 1,870,008 1,900,678 30,670 1.61 
Other petroleum products ET R delag eae a Le eRe 653,040 769,789 116,749 15.17 
aaet 6 AYA cat ae NON 6 MORRO LOE Me eM ace A RCN ly RAG) Kh. Te 1,384,992 1,478,193 93,201 6.31 
Plaster, lime, brick, building stone, tile and non- | ‘ 
metallic [CIE 9) Sa Reader! EMD: IMCD a ant ARR Ad URS 719,261 697,615 21,646 aviU 
WV ODODE Usd ckd ont sad Mat, Batd scheme 1,350,409 1,518,178 167,769 11.05 
Newsprint: papercda cet vie Sh eet oe ee lente eines a 1,989,605 2,423,945 434,840 17.92 
Paperboard, pulpboard and wallboard (ene tereae 847, 069 827 , 082 19,987 2.42 
Paner-0ther than newsprimt. ate. de rece Oak Os 659,199 668, 146 8,947 1.34 
PE OP AIIOS cs he MAE iz RCS Ck ada Reson t asa eet steel 337,496 371,123 33,627 9.06 
CANDCU POISE Lurk or beh Vase ee tee bers 766,381 775,807 9,426 1.21 
Sugar........ Na at a eS at RR 248,631 234,218 14,413 6.15 
Agricultural implements and farm tractors......... ‘ 135,983 128, 641 7,342 5, 6 
Automobiles, auto tricks and parte: 7.44 ew Ans eer 1,750,779 2,087,884 337,105 16.15 
J Oto a NW tor Opes AP ee RN, mR, . SNPS dl Saas oo AER A 1,030,766 973,863 56, 903 5.84 
moran and ‘wastemetals 27/5 «sac... 8 os ease oh ret 827,991 1,299,946 471,956 86.31 
Chemicals and acids (N.O.S.)....0... 00sec eee 892,870 1,027,577 134,707 13.11 
Miscellaneous carload commodities not specified 
BG acter rar, Beep eels oc cnt Abie os & Coteus Ehtp Mes 4,701,108 5,500,505 799,397 14.58 
Total Manufactures and Miscellaneous...... 24,770,330 27,923,799 3,153,469 11.29 
Ail less than carload freight... ... i. 6... 0c00 verse aces 914,153. 1,223,450 809, 297 25.28 


Ginmlel Gabe eves Abe eee ay 79,486,001 88,880,881 9,394,880 10.87 
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The CHAIRMAN: First is Mr. Gordon’s letter of Transmittal. Do you wish the 
letter read? 


Mr. DRYSDALE: Dispense. 


The CHAIRMAN: It is an indication that everybody here has read the report 
through carefully, anyway. Is it your wish that the president make a general 
statement as to that? 


Mr. CHEvRIER: Mr. Chairman, I think it would be advisable if we had an 
introductory statement from the president, perhaps on the general economic 
position of the railway during the year 1958. 


The CHAIRMAN: I think Mr. Chevrier’s suggestion is well merited. What is 
your wish, gentlemen? 
Agreed. 


The CHAIRMAN: Mr. Gordon, you might give a brief statement of things in 
general, and then we will proceed with the report. 


Mr. DonaLp GorDoNn (President, Canadian National Railways): Mr. Chair- 
man, before I commence, with your permission I would like to introduce Mr. 
S. F. Dingle, Vice-president, Operation, and Mr. J. L. Toole, Vice-president, 
Accounting and Finance. These gentlemen are at the table with me. 

I did not have any general statement prepared along the lines you have 
suggested, but I would just like to point to the obvious fact that the year 1958 
showed a very severe decline in revenue, by reason of traffic conditions 
generally. That situation is a reflection of the same circumstances that have 
affected all railways in the North American continent. 

The reduction in the economy has a very special impact on the C.N.R. 
and on our net operations, affecting of course the deficit. 

We have an operating plant which is built and ready to handle much 
more traffic than we were able to get during 1958. With our plant, if the 
volume of traffic had increased marginally, our financial results would have 
improved rapidly. On the expense side, of course, we are very mindful of the 
substantial element of stand-by costs that are present in any utility which has 
an obligation to provide for peak traffic. This obligation, of course, is one that 
is dependent on the degree to which the consumers of transportation have a 
_choice in the means of moving every class of traffic, whether it is by highway 
or other competitive forms. More and more shippers have an alternative means 
of transport and it is the railway’s business to try to reduce some of the cost 
burdens associated with the maintenance of stand-by and peak capacity. 

One of the means we must employ in reducing expenses is to curtail 
unprofitable services and, if necessary, eliminate them. This may mean the 
closing of agencies, the reducing of train services, or even the abandonment 
of lines; and not infrequently it will call for some sacrifice of local pride or 
local convenience for an improved economy. Whatever the level of output may 
be, our general aim is to increase our productivity. That is what we are 
trying to do, in the form of large capital expenditures and in modernizing our 
techniques generally. 

I think that is all I have to say, Mr. Chairman, as an introductory statement. 
Perhaps some of the points I have made could be dealt with in more detail 
as we go through the report. 


Mr. CHEvRIER: Mr. Chairman, may I ask a question? I know it is difficult, 
in an introductory statement such as the President has made, to go into full 
détail as to the activities that affected the curtailment in revenue; but could 
the president point out some of the main fields where the reduction in revenue 
has taken place? 
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Mr. Gorpon: I think, Mr. Chevrier, that if you turn to page 38 of 
report you will see the actual statistics which show where the increase 
decrease in the main items of tonnage took place. You will see it has bee 
fairly generalized decrease, and it is, of course, an obvious reflection of the 
fact that the North American economy slowed down in over-all activity durin; 
the year 1958. nes a 

This situation, I may say, has begun to show a welcome “upturn” in 
course of the last month or so, and while I am not yet in the frame of mir ) 
“throw my hat in the air’, nevertheless it is beginning to show a definite 
improvement as compared with our figures. last year. Our last returns, for 
March—which is the last month I have—show about a 12 per cent increase 
in revenue, as I recall it. Our car loadings are beginning to break about even; 
and for the first three months of the year our revenues show about a se en 
per cent increase. ee : ae 

Mr. CHEVRIER: What is the C.N.R. doing with reference to the severe 
truck competition that exists: is it giving consideration to the purchase of some _ 
companies, such as the C.P.R. is doing—or is that not under consideration? 


Tyee 


Mr. Gorpon: Mr. Chairman, may I make a suggestion? It did occur to me ne 
that if we could get through the details of the report paragraph by paragraph, © : 
the very last paragraph deals with the year in perspective and the future. Te ; 
think once you have been through the report, you would have the details and | 
be able to ask question at the end, as sort of a general discussion. I make that 
suggestion only in the interests of order. 3 Seca 


The CHAIRMAN: It is not my desire at all to curtail anybody’s arguments, 
except that if we can get it in order and deal with it paragraph by paragraph, __ 


let us deal with the first paragraph and the president’s generalities. Pea Ge ce 


Mr. FISHER: There is one question I would like to ask so we may get the <a 
thing later. On your table on page 39 you get a synoptic picture and we are all © Site ; 
concerned with this picture of the employee pattern. I wonder if you could: = 7 a8 
provide a breakdown for the last five years? We are getting attrition here and 
I would like to know whether it is on the operating or administrative side. Se aes 

Mr. Gorpon: A breakdown of employees by groups? Garten PS 

Mr. FISHER: Yes, to get an idea where the attrition is taking place. Ries 

Mr. Gorpon: Yes, I will see what I can do about supplying that later, @ 5 

The CHAIRMAN: As we al] know, operating revenues have decreased 6.4 


¥ 4 


t year. Any comments on that paragraph as Se 


following the report paragraph by paragraph at this stage as agreed. Therefore, — sty) x ; 


Mr. CHEVRIER: Where are you, Mr. Chairman? 


The CHAIRMAN: Right at the start. Would you like the president to read a 
that through for you? . te 
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Mr. FisHER: The swing in 1958 in so far as this is concerned is more and 
more, is it, to hauling low-value bulk commodities, and away from the higher- 
value shorter-run materials? 


Mr. GorDON: Yes, I think in general that it is a fair statement, that the 
railway business is becoming more and more a wholesale operation of trans- 
portation in the sense of large volume, low revenue-producing traffic. That does 
not mean that Canadian National Railways’ activities will be confined to that. 
If you have in mind the integration of traffic generally, we are preserving our 
higher value traffic as well. 

The CHAIRMAN: I think we might take the first three paragraphs together 
as a general summary of the annual report as referred to by the president; then 
we can take the traffic and revenue and probably under that, Mr. Fisher, you 
would come in. 

You see freight operating revenues have been down, they show a deficit 
of $51.6 million. 

Mr. CHEVRIER: I see, Mr. President, where the fixed charges have gone up 
fairly substantially from 1957. What has been the effect of the Capital Revision 
Act on the fixed charges? Is it working out as the Canadian National Railways 
anticipated in the beginning? 

Mr. Gorpon: Pretty well. The effect of the Capital Revision Act has been to 
relieve us of interest charges applying to old debt which came roughly to the 
annual amount of $25 million. We continue to have relief in that respect, but 
the specific increase that you refer to here arises from other factors. First, we 
are steadily increasing our capital on which we have to pay the annual interest 
and secondly when we have floated any long issue bonds to repay government 
loans, which are short terms and are at a lower rate of interest than those 
which are placed on the market. | 

Actually, our general arrangement with the government is that we borrow 
from government short-term on the understanding that as soon as the public 


_market for bonds is opportune we go to the market with Canadian National 


Railways’ bonds and effect a sale. You may have observed there was $150 
million placed yesterday. The general effect of that always is that our short- 
term rate of interest with the government is lower than we are able to get 
on the long-term public market. Our fixed charges in that respect go up 
every time we float a public issue. 

We had a $300 million issue during last year. That is part of the reason 
for that increase in fixed charges. 


Mr. DRYSDALE: Mr. Chairman, I was interested in this paragraph 3. One 
of the indicators which I think would be a good comparison of the Canadian 
National Railways is the ratio of the expenses to revenues. I notice that in 
respect of Canadian Pacific for 1957 and 1958, the ratio remained constant 
at 92.2 per cent whereas with the Canadian National in 1957, according to 
my computation, it was 96.2 and in 1958 it was 93.3. Also in comparing an- 
other ratio, the net earnings to gross revenues the Canadian Pacific in 1957 
and 1958 was constant at 7.8 per cent, and according to my calculations the 
Canadian National Railways in 1957 was 2.5 per cent and in 1958, it was .69 
per cent. 


The CHAIRMAN: You are at what paragraph of the report now? 


Mr. DRYSDALE: I am on paragraph 3, the ratio of expenses to operating 
revenues and the ratio of net earnings to gross revenues, in contrast with 
the Canadian Pacific Railway. 
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In other words, in both instances the Canadian Pacific remained con- 
stant as they state in their 1958 annual report: ) 


The decrease in the volume of industrial production in Canada 
in 1958 contributed to a lessening of demand for many of your rail- | 
way services. Nevertheless, your directors feel that the year was one — 
of solid achievement. Real progress was made in the use of modern 
methods and the decline in revenue was matched by a proportionate 
reduction in expenses. ; 


The CHAIRMAN: What page are you reading from? 

Mr. DRYSDALE: I was reading from page 5 of the 1958 annual report. 
The CHAIRMAN: Of the Canadian Pacific Railway? 

Mr. DRYSDALE: Yes. 


Mr. GorDOoN: I think it would be useful at this point if I made a general 
statement in regard to the comparisons with the Canadian Pacific Rail- 
way report. The situation is that you cannot take these two reports and find 
any exact comparison, because they are not made up on the same basis. Any 
attempt to try to put the figures for the Canadian Pacific Railway and Cana- 
dian National Railways on a comparable basis would involve various adiust- 
ments. For example, the Canadian Pacific Railway report takes into account 
user depreciation, and we use straight-line depreciation. 


Mr. DRYSDALE: Have they not reverted to straight-line? 


Mr. Gordon: They did on July 1, 1958; so that in future years you 
will get a better comparison in that respect. However, there were six months 
where they used user depreciation. 

There is also an adjustment by reason of the particular entry last year 
of $73 million respecting steam locomotives depreciation which they did not 
have under the operating expenses. This affects the expenses in the Cana- 
dian National report. A lot of these things have to be adjusted to get a proper 
comparison of our expenses, because they are not on the same basis as the 
C.P.R. There is also the increased revenues in road transport and so forth. 
Under a comparable basis you find the Canadian National Railways’ figures, 
on the basis of the Canadian Pacific Railway, come out so that we show a 
net operating deficit of $4.6 for the year 1958 as compared with an operating 
profit in 1957 of $23.6, whereas the Canadian Pacific Railway in 1958 had 
$62.9 net as against $69.9. 

On those operating revenues that you have mentioned, with particular 
reference to the comparable percentage of revenues decline in the C.N.R. 
it was 7.3% and for the C.P.R. 4.1%. The figures for expense decreases of 
the two roads were about the same. That is, ours was 3.3 per cent and theirs 
3.2 per cent. The general reason for that is that in the Canadian National 
year of 1958 our maintenance expenses were continued at about the same level 
as in 1957; resulting, as traffic fell, in a considerable deterioration in the 
maintenance ratio and an impact of $27.8 million in net operating revenues. 
On the other hand, the Canadian Pacific Railway did reduce their main- 
tenance expenses so that they had an impact of only $6 million in that respect. 

Now, there are some other matters in regard to the costs which show 
reasonable comparison on the two railways. The most important thing is 
that we did on the Canadian National Railways, as a matter of policy, con- 
tinue our maintenance expenditures at about the same level as in the pre- 
vious year and they cut their maintenance forces. 

I hasten to add there that again, that has to be qualified, because as you 
look at the maintenance of the two railways you might ask me again, what 
is the need quantitatively in the respective railways. I do not want to leave 
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the impression that I am suggesting any criticism of the Canadian Pacific Rail- 
way for cutting their maintenance costs. It may well be they were in a position 
on their railway to have less maintenance than we did. 

As an example, on the Canadian National Railways we have carried on, 
for several years, a rehabilitation program on our western region lines, a 
program coming to about $47 million. We planned it on a six-year basis. 
Even though traffic fell we decided as a matter of policy that it would not be 
good business for us to reduce the program that we had embarked upon. It 
had all been established, we had that working force and it was all planned 
ahead. We decided to continue with that program. 

Then also remember that the Canadian National Railways laid 1,112 miles 
of new and relay rail in 1957, and 1,188 miles in 1958, as compared with 653 
and 547 respectively by the Canadian Pacific Railway. Remember also that 
the Canadian National Railways replaced almost twice as many ties as the 
Canadian Pacific did in 1958. Finally, we must always remember that the 
Canadian National maintains many more miles of thin traffic lines than does 
the Canadian Pacific Railway, so that you cannot get exact comparisons either 
of operating efficiency or actual dollar results by just taking the two reports 
there. There has to be a large number of qualifications in that connection. 

Mr. DRYSDALE: You might say, therefore, as I gather, that the Canadian 
National is approaching very closely the same type of balance sheet set-up 
as the Canadian Pacific. I wonder if it would be possible in view of, for 
example, straight-line depreciation being brought in by the Canadian Pacific 
Railway to have in future annual reports a comparison of expenses and revenues 
and net earnings to gross revenues. I notice the Canadian Pacific Railway 
uses that, and with those warnings you have given us we can keep them in 
mind. Nevertheless I feel these are fairly good indicators of your ratios of 
expenses to revenue and it would facilitate reading your report. 

Mr. Gorpon: I think that is a useful suggestion. I will not promise to 
produce something without looking at it. I think that perhaps with qualifica- 
tions we might produce something of that kind. 


Mr. DRYSDALE: I asked that you would give it consideration. Similarly on 
page 39 where you show your synoptical history of the Canadian National 
Railways the Canadian Pacific Railway in their annual report has a similar 
history and they have a column devoted to ratios of costs to revenues. This 
is on page 33 of their report. They set out where the figures go from 20.6 in 
1929 to the present 7.8 per cent. It gives you a fairly quick and accurate 
picture. 

Mr. Gorpon: We can.certainly produce the figures, there is no question 
about that. As I have said, I always hesitate to do so because there has been 
no reasonable basis of comparison so far, but with more uniform accounting 
coming into effect and with both of us on a straight-line basis of depreciation, 
it might be more comparable than it has been in the past. 


Mr. DRYSDALE: I realize there is not a true basis of comparison, but it 
gives us an indication from year to year. 

Mr. Gorpon: Some of these things I have mentioned have been a major 
factor, but I think in a year or two we will be on a better basis to make a 
valid comparison. One of the other reasons why this has not been valid up to 
the moment was that the Canadian Pacific Railway and ourselves were 
approaching by different means, complete dieselization. You can see that in 
a moment from the operating results in the transitional period. I believe now 
we are at about the same pitch, and I think we will finish our dieselization 
program at about the same time. So I will take a note of your suggestion. 
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Mr. CHEVRIER: You also have a large number of activities that are non- 


profitable operations, like passenger lines and branch lines and so on. Is the 


Canadian National Railways considering a program to abandon or to curtail ante 


those operations, which are losing operations? 


Mr. Gordon: Yes, we have a very intensive examination of that general 
question in hand. We do intend to advance through the regular channels, 
namely, the Board of Transport Commissioners, several recommendations in 
respect of those lines but, as you know from your own experience, that is a 
Slow, slow process and we have to investigate each particular item. : 


Mr. CHEVRIER: I suppose it would be out of order, would it, to highlight 
some of these? 


The CHairMaN: What is that? 
Mr. CHEVRIER: Those operations that you have in mind. 


Mr. Gorpon: I would not like to try to forecast representations that may 
be made to the Board of Transport Commissioners in the future. I think that 
would be imprudent. Bs 


Mr. CHEVRIER: I agree that that would be, but I wondered if there were 


Ee 


some general descriptions you could give us. Is it the branch line operations — 


that are of a more non-profitable nature than certain passenger lines, for 
instance? | 


Mr. Gorpon: As I say, generally that would be true. 
The CHAIRMAN: Would that not come through traffic and revenue? 


Mr. CHEVRIER: Well, it comes out of a discussion that just took place on 
efficiency between the Canadian National and the Canadian Pacific. It is 
going to be very difficult to stick to the straight and narrow all the time. 


The CHAIRMAN: Yes, it is. It is going to be very difficult to get through : 


anything if we start in on generalities. 


Mr. Carter: Go through it paragraph by paragraph and have a general 


discussion at the end. 
The CHAIRMAN: Anything further on the annual report? 


Mr. FISHER: When you are getting this comparison suggested by Mr. 


Drysdale, I wonder if you could get one showing the ratio between freight 
revenue per ton mile and the employees’ wages on a per capita basis to give 
us some idea of the difference between the two railways? 


Mr. GorDon: Let me say this as a general comment, that anything pro- 
duced—if it is being produced as a matter for general management of the 
railway—can be made available as well as what we also produce for the 
Bureau of Statistics. However, I found from experience, when I first joined 
the Canadian National Railways, that we were really in what could be 
described as a terrible mess, in regard to the innumerable statistics that had 
been produced as a result of casual questions over the years. Some of these 
materials that you refer to would call for very intensive examination: but 
to the extent that they come out as part of our recognized statistical data, 
then certainly we have no objection to producing any figures that any members 
of the committee would like. . 


The CHAIRMAN: Any other questions on 1, 2 and 3? If not, shall we 


proceed to ‘traffic and revenues’’? 


Mr. FISHER: On page 4 a very outstanding characteristic of the Canadian 
Pacific Railway annual report is the annual bleat about the Crowsnest Pass 
rates. I see nothing here in your annual report that goes into that. Would you 
care to comment on that? Is it because you are a government road and you 
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feel you should not make an issue here, or do you feel it really is not im- 
portant; or is it because with the Canadian Pacific Railway the western region 
is much more important? 


Mr. Gorpon: I do not think I should be asked to comment on what 
motivates the Canadian Pacific Railway. I would be willing to give you our 
own thinking. I, of course, have views about the Crowsnest Pass rates, as well. 
We have always felt that so long as they were a part of the legislation of the 
country it was not part of the job of the management of the Canadian 
National Railways to comment on them. If and when we are invited to give 
our views before any duly appointed body, we are prepared to do so. How- 
ever, we do not feel it is part of our job to conduct a campaign in regard to 
getting changes in legislation. 


Mr. CHEVRIER: What is the proportion of Crowsnest rates in the revenue 
of the C.N.R. as compared with the Canadian Pacific Railway? How much 
more revenue is derived to the Canadian Pacific Railway from the Crowsnest 
rates than the Canadian National? 


Mr. Gordon: There is a reference in the Canadian Pacific report to the 
amount of revenue they get from the Crowsnest rates. 


Mr. DRYSDALE: Thirty-four per cent of all the freight services performed. 
Mr. Gorpon: That is on the Canadian Pacific Railway report. 


Mr. FISHER: Mr. Chairman, I respect very much the views expressed by 
the president in so far as why they have not put forward anything in this 


particular regard. However, if I could just make a general comment; what we 


are getting developed is a one-sided picture of the Crowsnest Pass rates as 
something that is viciously unfair to one railway and it is an outright sub- 
sidization of a particular segment of the country. As long as the Canadian 
National Railways will not give its position to the public, it is a very one- 
sided affair. I think it would be interesting for us if we could get some indica- 
tion of just how important the Crowsnest rates are to the Canadian National 
in respect to the traffic that is carried under them, and income that accrues 
to the Canadian National Railways. 


The CHAIRMAN: The president, I think, has intimated that he might get 
what the figure is. However, his problem is to run a railroad and not run the 
government policy. It is government policy, and I can quite understand that 
he would not care to comment. 


Mr. Gorpon: Perhaps I might point this out, that there has just recently 
been announced the appointment of a royal commission in which I understand 
all matters of freight rates will be entered into in due course. There is also 
under discussion right now, a freight rate examination covering the $20 
million subsidy, and in both those inquiries there will be ample time for 
exploration of the point you mentioned. I think that is the appropriate place 
for us to express our views. 


Mr. CHEVRIER: That is the difficulty, I doubt whether there will be, 
because I think when we get into a discussion of this subsidy of $20 million 
we will be told we cannot discuss the terms of the royal commission. That is 
what I am fearful of, and that is probably why Mr. Fisher asked the question 
that he did. 

Without drawing you out, I wonder if I can just ask you— 


The CHAIRMAN: That sounds like wanting to draw him out without. 
drawing him out. 
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Mr. CHEVRIER: I was getting away from the point altogether by asking 
if you could tell us what the revenue per ton mile of traffic on the Canadian 
National Railways is, as compared to traffic from the Crowsnest rates? 

Mr. HORNER (Jasper-Edson): Do you not think first of all we should 
find out whether these rates are compensatory? | 

Mr. CHEVRIER: My question was leading up to that, to find out what is 
the difference in revenue per ton mile of grain moving on the Crowsnest 
rates as compared with other traffic of the Canadian National Railways. 
You say there is a fairly substantial difference in revenue? 


Mr. Gorpon: Let me ask the question for you and see if this is what 
you want. 3 


Mr. CHEVRIER: I know how astute you are, Mr. President. 


Mr. Gorpon: I want to understand what you wish. Here is the question 
that I think you want to ask: “What percentage does the movement of grain 
and grain products at Statutory rates bear to the total freight ton miles in 
Canada for the year, and what percentage of the total revenues.” Would the 
answer to that question meet you. 


Mr. CHEVRIER: I would be glad to have that. 


Mr. GorpDon: All right: “The answer is we have the ton mile figure for 
grain only, we have an estimated revenue figure for both grain and grain 
products. The figures go as follows: for 1956, ton miles grain, 16.4 per cent; 
revenue for grain only, 5.7 per cent and the revenue for grain and grain 
products, 6.3 per cent. 

The next question: “Have you the same figures for 1957 and 1958?” My 
answer is they are as follows: ton miles grain, 1957, 14.8 per cent; 1958, 17.1 
per cent revenue for grain only, 4.7 per cent in 1957 and 5.5 per cent in 1958. 

Revenue for grain and grain products, 5.4 per cent in 1957 and 62 per 
cent in 1958. ? 

I can go on for 15 pages asking myself questions if you wish but I think 
that is the nub of it. 


Mr. DRYSDALE: Mr. Gordon, what are the two figures comparable with the 
Canadian Pacific Railway figures on page 5 where they say in respect of “34 
per cent of all freight service performed in 1953” that grain produced about 
14 per cent of total revenue ton miles? In revenue for the Canadian Pacific 
Railway it is 14 per cent of the total freight revenue. 

Mr. GORDON: Just one moment and I will get that for you. 

Mr. CHEVRIER: While we are waiting may I ask the minister when we may 
expect an announcement of the terms, personnel and scope of the royal 
commission? 


Hon. GEORGE HEES (Minister of Transport): I would think in the near 
future, Mr. Chairman. I am sorry; it is a very sensible and Serious question, 
but I am afraid I cannot give it to you exactly. 


Mr. CHEVRIER: We were told that exactly two weeks ago. 
Mr. HEES: I am afraid I cannot change it. 


Mr. CHEVRIER: Have you any indication of When the subsidy measure is 
likely to come up for second reading in the house? 


Mr. HEES: It is at the committee stage. Not until the royal commission 
has been announced. 


Mr. GorDON: The figure you are asking for is $26.7 million of the revenue. 
Mr. DRYSDALE: What percentage of revenue? 
Mr. GorpDon: It is 4.9 per cent. 
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Mr. CREAGHAN: While we are on the same subject, that is mentioned in 
paragraph 6 of the annual report. You state there that the revenue per ton- 
mile fell from 1.6 cents to 1.5 cents due to the fact that your grain movement 
increased while your other freight traffic decreased. 


Mr. GorpDon: Yes, that is right. 

Mr. CREAGHAN: That is obviously the Crowsnest rates. 

Mr. GORDON: That is a reflection of it. 

Mr. Horner (Jasper-Edson): Before we go any farther in this comparison 
of ton-mile figures, I would like to ask the president if he feels the ton-mile 
basis is a fair method of comparing the rates in various parts of Canada on 
various products? 

Mr. GorDON: That gets into a pretty generalized question. I cannot give 
an offhand answer to that. You mean the protection given a policy agreement 
on a per ton-mile basis? 

Mr. HORNER (Jasper-Edson): Well, the revenue and the cost per ton-mile. 
Contrary to what Mr. Chevrier said, we had three days of discussion with 
regard to the bill for the subsidization of freight rates and during those three 
days there was a major point made in the observation that we in western 
Canada enjoyed very favourable freight rates because our cost per ton-mile 
was so low that therefore our revenue per ton-mile was so low, and that we 
were in a favourable position. What I am now saying to you is that revenue 
per ton-mile and cost per ton-mile is not an adequate or fair method of 
comparing rates in the various geographical sections of the country or on 
various branches. 

Mr. GorpDon: I do not think there is such a figure available on a geographical 
basis, is there? 

Mr. HORNER (Jasper-Edson): Well they had figures. 

Mr. GORDON: From the truckers? 

Mr. HORNER (Jasper-Edson): No, from the railways. 

Mr. GORDON: On a geographical basis? 

Mr. FISHER: Yes, they took the way bill analysis. 


Mr. Gorpon: I see what you mean. I do not think you can successfully 
make generalized comparisons of that sort. The only way you get any valid 
comparison in such a case is to make specific comparisons of traffic, because 
a generalized comparison of ton-miles will give you a generalized answer, and 
it does not pin-point the particular traffic. 


Mr. HornER (Jasper-Edson): That is the point I am trying to make. 
Mr. GoRDON: You are quite right. 


Mr. FISHER: We can take it from the figures you gave that the Crowsnest 
profits, covered under that type of statutory agreement, are much less important 
to the Canadian National than to the Canadian Pacific in terms of revenue. 


Mr. Gorpon: In terms of revenue and traffic, it is not as important to the 
Canadian National as the Canadian Pacific because of the location of our lines. 


Mr. FISHER: In your dealings with the railway brotherhoods, has there been 
any suggestion from them, as I know there have been to the Canadian Pacific 
Railway, that the Crowsnest Pass rates introduce an unrealism, let us put it, 
into the whole rail revenue picture and that they need an adjustment if we 
are to get a true picture of railway costs and also of what railway wages 
should be? 


Mr. Gorpon: I do not recall that the brotherhood made specific representa- 
tions along that line. There is always reference to the Crowsnest pass rates. 
I have no hesitation in saying that I go along with the position that the 
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Crowsnest pass rates are unrealistic rates in the light of present day costs. 
But that is a general statement which should be proven. I think there should 
be work done on it: 


Mr. FISHER: You cannot prove it? ; 

Mr. Gordon: Yes, we can prove it. We will be able to prove it when we 
are asked, because we have, for some time, been engaged on a detailed study 
of what is involved in the cost of the movement of grain under the Crowsnest 
pass rates. 

Coming back to the first question, I would not feel it would be correct 
for me, in my annual report, to start in with an analysis of that kind so long 
as the legislation exists on the books. It is only through an inquiry which 
might be made on the subject that we would be prepared to give the figures. 

Mr. CHEVRIER: Did you not give any figure before to the former royal 
commission in connection with this matter? 

Mr. Gorpon: I do not recall if there were figures given; if so, they were 
of a very generalized character, and they went along the line that our average 
earnings were thus and so as applicable to the Crowsnest pass, but they did 
not compare with other earnings. That was a generalized statement again. 
What is so much needed in this country is a detailed analysis by the railroads 
of their actual costs in the handling of Crowsnest pass grain. That can be secured. 

Mr. McPuruuips: I would like to ask a question. In the report that the 
president has just given, and the $26.7 million for the hauling of grain, could 
he say whether on that operation they show a profit or a loss? 

Mr. Gordon: That is the same question in another way, it seems to me. 
You are really asking me if I have cost figures which, when applicable to this 
section of our traffic, would show whether or not we produce a profit. My answer 
is that I do not have them available with me, but that they are the subject 
of study in a very detailed examination, and when it is appropriate to deal with 
them, we will be prepared and ready to deal with them. 

Mr. FisHer: Would you agree that in order to get a clear picture of this 
matter in evidence that it would be sensible for the two railways to get 
together? 

Mr. Gorpon: Yes. 

Mr. FISHER: To determine— 

Mr. Gorpon: Let me say that the two railways have been examining this 
problem, and that they will be in a position to produce cost figures which will 
give a realistic appreciation of what is involved in this Crowsnést grain 
generally. ; 

Mr. CHEvRIER: Can you not goa step further? Do the railways not have the 
actual cost of moving grain in that area as compared to moving other com- 
modities, and showing the cost per ton mile? 

Mr. Gorpon: May I put it this way: one of the difficulties that has always 
been present in thinking about Crowsnest pass rates has been that there has 
been disagreement in regard to the best method of establishing it. Perhaps it 
is not disagreement so much as points of view by various experts. But we have 
now reached an agreement as to what is a proper basis of examining what is 
involved in the cost of moving grain. That study has been under Way. 

Mr. CHEVRIER: Have you reached agreement on whether the rates are 
compensatory or not? 

Mr. Gorpon: In a general way, yes. 

Mr. DryspALE: How would you define compensatory? . 

Mr. Gorpon: I would define it as being sufficient revenue to cover the 
actual out-of-pocket costs. 
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Mr. CHEvRIER: What has been the decision as to whether or not it is 
compensatory? 

Mr. Gorpon: I do not think I would be prepared to go into that now, 
because I think I am getting too far out on the general subject without getting 
into definitions. But there are four or five different ways of calculating costs. 

The first thing which would have to be done in any inquiry would be to 
have experts bring evidence to demonstrate what is involved in the single 
word “costs”. That is something I could deal with in a general way, but it 
would take a long time, and I would want to have my experts with me. 

Mr. DryspALE: I understand that Mr. Justice Turgeon in the report of his 
royal commission defined what you defined as compensatory as a sort of 
minimal cost, and what was included was out of pocket expenses. 


Mr. Gorpon: Railway cost accounting is one of the most complex subjects 
I know of, and that is saying a lot. A sort of cost approach that you would make 
would involve the volume of traffic such as the grain traffic, which might be, 
let us say, 50 per cent of the traffic in a given area in western Canada. That is 
a completely different thing than if you are considering one bit of traffic which 
involves an “incremental” cost; because the handling of a piece of traffic which 
will be loaded on a train which is already running is different than considering 
a great big section of the traffic such as the Crowsnest traffic. We would 
-approach it, to start with, by looking for a suitable basis on which to establish 
costs. But the moment you start in to apply costing, you must consider not only 
your out of pocket—your actual running costs, but also the total costs which you 
would not have at all if you did not handle that amount of traffic. 
You cannot make generalizations in regard to cost which takes this large 
segment out. There is no easy way of establishing costs. 


Mr. DRYSDALE: Will the Canadian Pacific Railway and yourself be using the 
same basis, by way of definition? 

Mr. GorDoN: Yes. We will have the same basis of definition, and we will 
both be prepared as to the definition, and I think we would have no difficulty in 
defining it. I think the concept is a sensible one, and for the first time, I think 
it should attract public acceptance. 

Mr. DRYSDALE: You mentioned $26.7 million as the revenue from the grain 
rates, and you mentioned in paragraph six of your annual report that the 
average revenue per ton mile fell from 1.601 cents in 1957 to 1.554 cents in 1958. 
This was attributable mainly to an increase in the movement of grain, one of 
the lowest rated commodities carried by the railway. Did you have an 
increase in 1957? 

Mr. Gordon: Which figure is that? A comparable figure for grain is $24.2 
million in 1957. 

Mr. DRYSDALE: You got $26.7. 

Mr. Gorpon: It is just about the same for the two years. 


Mr. DrYSDALE: The Canadian Pacific would have about the same figure for 
the same period? 


Mr. Gorpon: About 43 per cent for 1957. 


Mr. Ropinson: In connection with item number four, I wish to say a few 
words. Mr. Chevrier asked a question earlier about non-producing lines. Could 
we have an idea of how some of this has been done in the past, and how it might 
be rectified. I would like to read a small extract from a letter from the secretary 
of the industrial commission of the town of Wiarton. Before I do so, let me say 
by way of groundwork that the company had applied to the Board of Transport 
Commissioners for the curtailment of this line. They were given permission. Then 
they were given notice that this line would be cut off for other than carload 
freight. 
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We were able to check up on the revenue of it since the old Grand Trunk 
started it. It was probably one of the lines that paid its way up to the present 
time, or until the last few years when they changed over to highway transporta- 
tion. Let me read from the letter: 


We ask the postponement based on the following: 


(A) For over a year now some thirty five local merchants and citizens — 
of the town of Wiarton have invested their moneys in the local furniture 
factory in order that same would not be scrapped, Wiarton’s only industry 
of any size, and since this has been sold within the past week it certainly 
brightens the future of the town of Wiarton. 


(B) The new purchaser of the Wiarton furniture factory, namely, 
Erle M. Martin, Plywood Associates Inc., 181. Labelle Blvd., Ste. Rose __ 
(Laval) Quebec, Canada, will be processing veneer in the Wiarton factory — 
and it is then their intention to freight the veneer from Quebec for 
manufacturing purposes. No doubt you are in a better position than we to _ 
evaluate the size of the company in Quebec and also visualize what it 


could mean to your company with the factory located at Wiarton. Z : 


(C) Immediate cancellation of mixed train into Wiarton would, no > 
doubt, curtail even the amount of freight coming by rail today since f 
merchants feel if freight must come to Wiarton by truck, it might as , 
well come all the way by truck. Bree 


That is all I shall read from it; but I would like to draw your attention 
to some of the remarks that the hon, Mr. Hees made in the house on April 28, 
in answer to a question. 


Mr. CHEVRIER: Was this during the campaign? 


_ Mr. Ropinson: It was on April 28, 1959, and was part of an answer he 
was giving. He said: 

The management of the railways advise me that for many years its 
industrial development branch has offered a specialized service to industry 
designed to assist plant location and expansion. This program is mainly 
directed to Canadian industry. As part of its endeavours to makevss = 
Canada and the Canadian National Railways economically attractive to 
industry, there is currently a direct mail campaign being aimed at a _ 
carefully chosen list of senior executives of United States firms, with a. 
view to interesting them in building plants in Canada... i 

I would like to remark that management might have advised that they Bre 4 
thinking of changing their way of looking after industry in Canada. ae ne 

This is one great example of where the company is not trying to assist __ 
industry, unless it is under very favourable conditions. I am not blaming z 
management altogether, but I do blame the Board of Transport Commissioners 
for not having enough foresight in permitting the company to curtail a line 
such as that. 


Mr. GorDon: You get into this generalized question. Only a moment ago 
we got away from freight rates. The management of the railway is up against 
this problem every day, that when we talk about freight rates, everybody in 
the country yells about the freight rates being too high, no matter where they _ : 
are. We then get into the spot where railway management tries to do some- 
thing reasonable about it; then everybody objects to that, too. oie 

I do not know of anything which gets more meticulous consideration than 
the application of a railway for the abandonment of any line. I therefore 
disagree completely with your suggestion that there is any lack of foresight or 
any lack of consideration of a local community, or of local community interests, Se 
when we consider an application for abandonment. Once the railway has the 


= 
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right from the Board of Transport Commissioners to abandon a line, you can 
be pretty certain that we have proven our case twice over. Let me give you 
an illustration and it is an illustration only, of the points on which we have 
to satisfy the Board of Transport Commissioners when we go before them in 
connection with any abandonment of a line. Here are the factors which the 
board must consider. 
Factors to be considered by the board. 

1. We have to provide them with revenues for at least three years. 

2. Expenses for at least three years. 

3. Present train service; volume and type of traffic. 

4. Estimated annual savings to the railway. 

5. Distance between various stations on the line and other railway 

facilities and services in the area. 
6. Alternative services for freight, passenger and mail—summer 
and winter. 

7. Productivity of area. 

8. Effect on freight rates. 

9. Effect on employees. 

10. Effect on property values and taxes. 

11. Whether the population in the area is increasing or decreasing. 


Furthermore, in any of our applications we do not abandon a service 
without the greatest regret. And when we do so, we do our level best either 
to provide alternative service or else to demonstrate that alternative com- 
petitive service is more than adequate to take care of what actually is required 
in the area. 

In this Wiarton area I think they have very much more than that as part 
of the general service in the vicinity. A mixed train operates between Wiarton 
and Owen Sound. This began on June 22, 1958. Express and car load freight 
from Owen Sound to Wiarton, is handled by truck, on a daily basis except 
Sunday. This started July 2, 1958. My point is this: I do not think it is fair 
to the railway management or to the C.N.R.’s concept of things, to suggest 
there has been a lack of consideration for the local interest. ; 


Mr. RoBInson: Would you say it is fair in respect of Wiarton? 


Mr. Gorpon: It most certainly is fair. The industrial department of the 
Canadian National Railways stands ready at any time to provide any informa- 
tion to any industry intending to locate in Canada, whether from the United 
States, the United Kingdom, or from one part of Canada to another. We have 
made surveys of areas and if any area asks the railway we will provide them 
with all particulars of what is available in that area. We have been successful 
in locating industry. If it should happen, by chance, that we show a prefer- 
ence for towns or villages on the C.N.R. lines, it is purely an objective approach. 


Mr. SMITH (Simcoe North): Would you not say that industries use both 
railways as sort of whipping boys to maintain freight and express services in 
certain places in order to get a better rate from trucking? 


Mr. Gorpon: Yes. I have no objections to that. We have to realize that; 
that is part of the economy. It also applies to water-borne freight, and even 
air. What is happening in the railway business is that over the years the 
railway goes into a community first. It extends service to the community. 
The community may be heavily dependent on the railway. Inevitably, how- 
ever, there arises an agitation for a road and then there is competition. There 
is no loyalty to the railway. I am not complaining; I am dealing with facts. 
We cannot draw on the loyalty of the community and say, “We serviced you 
for fifty years in the days of your adversity; can we not now look to you?’’ 
They say, “Yes, but the trucker over here offers service for half the price.” 
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The CHAIRMAN: I think it might be agreed that almost every member in 
the committee could point to cases where roads have been cut off. While I 
am glad you brought this up, Mr. Robinson, I think we would get off base 


if we start dealing with detailed cases. I have three or four in my riding 


which I could mention. There are many other areas in which the same thing 
applies. It has been well explained by the president, as to what factors are 


taken into account. If some of us think we have special cases in our specific — 


area, it might be stated in terms somewhat similar to those we have seen in 
a book, that it may be a hell of a way to run a railway, but that is the way 
it is being run. 

Mr. ROBINSON: It is a matter of policy? 


The CHAIRMAN: That is the point I am making. I think the president has 
set out the policy, that from a standpoint of economy we cannot have it both 
ways. If we are to eliminate this deficit, it is a natural sequence of the policy 
that there must be hundreds of cases of short roads which will have to be 
disbanded along the line. It might look unfair to the community concerned, 
but I think it is the unbiased judgment of the commission. 


Mr. CHEVRIER: I was going to inquire from the president if it is not the 
policy of the board of Transport Commissioners to hear these cases in extenso 
and make the railway prove its case substantially. 

Mr. Gordon: Absolutely. If our industrial department can be of any 
assistance to any specific industry or any specific project in your area we will 
be only too happy to hear from you. Let us know about your problem, and 
if we can help we will be delighted to do so. 


Mr. DRYSDALE: Returning to the average revenue per ton mile, I notice 
in 1957 this was 1.601 cents. When compared with the C.P.R., they have a 
figure of 1.50 cents for the same year. In 1958 you have 1.554 cents and the 


C.P.R. has 1.47 cents. This is one of the first instances in which the C.P.R. iS 


below the C.N.R. 


Mr. GorDON: That is a reflection of the Crowsnest pass rates. The C.P.R. 
handles more Crowsnest pass traffic than we do and our revenue per ton-mile 
is bound to be higher as a result. 


Mr. DRYSDALE: That is just the Crowsnest pass? 
Mr. GORDON: I would say almost completely. 


Mr. CHEVRIER: Have you the revenue per ton mile from the Crowsnest 
pass rates? 


Mr. GorDon: Yes; we have. It is just one-half cent: ie. .49 cent. That 
is about a third of the average of the United States railways. 


Mr. FISHER: Per ton mile. 

Mr. GORDON: Yes. 

Mr. HORNER (Jasper-Edson): For hauling the same product? 
Mr. GORDON: Yes. * 


Mr. FISHER: Along with the C.P.R., you are planning to get these figures 
on the compensatory basis? 


Mr. Gorpon: Purely on a factual basis. 


Mr. FISHER: Would these figures give in an historic way the margin 
between revenue and cost of the statutory grain rates? Do you think you 
will be able to get that in an historical way? That is, you will be able to go 
back? 


Mr. Gordon: I would doubt that. I do not think we could pinpoint it in 


any past year, but could show the situation only as of today. This kind of Then 


analysis has never been made before. 


CO 
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Mr. FISHER: Could you get the figures which would show the total amount 
of indirect subsidization which has gone to the grain trade through the 
railways? 

- Mr. Gorpon: It depends on your starting point. We can quite easily 
show the average earnings of grain year by year. If out of this analysis we 
arrive at a figure as to cost, then it might be a matter for application to this 
problem. Certainly, however, we would not be able to analyse it year by 
year on a historic basis because we do not have the base cost. 

The CHAIRMAN: This is an annual report? 

Mr. FISHER: Yes; but the point is we are putting through a bill for $20 
million which has been said to be a straight subsidy to railway labour. If 
we could get something which would show the subsidy to the grain trade we 
might get a fair approach to both sides of the question. 

Mr. CREAGHAN: Would you say the subsidy was to railway labour or rail- 
way shippers? It seems to me it is subsidization to the shippers. 

Mr. Gorpon: I am not providing the $20 million subsidy. I imagine 
Mr. Hees will know what he is attempting to subsidize! 

Mr. Horner (Jasper-Edson): Before we leave this business of the 
inference that the wheat growers in western Canada have been subsidized— 

The CHAIRMAN: He is saying labour. 

Mr. Horner (Jasper-Edson): He was inferring a subsidization on wheat. 
The railways have had twenty-five years to prove that the rates are not 
compensatory. Certainly in central Canada, with the agreed charges, the 
Crowsnest pass rates are no more than that. If you are going to make some 
studies in respect of how much you are losing on the Crowsnest pass rates, 
then it should be fair to do some study in order to find out how much you are 
losing on your agreed charges. 

Mr. Gorpon: There is no agreed charge permitted to go into effect unless 
the railways first of all establish that it is compensatory. That is a funda- 
mental requirement. That is the cost formula which is applicable to that traffic. 

Mr. HorRNER (Jasper-Edson): Is it the same formula which would be 
applied to the Crowsnest pass appraisal? 

Mr. GorDON: Certainly that is what we are attempting to do. 

Mr. DRYSDALE: In respect of the agreed charges, to whom do you have to 
show they are compensatory? 

Mr. GorDON: The legislation specifically says they must be compensatory. 
Therefore, we are under challenge all the time. 

Mr. FISHER: Is the list of agreed charges filed in every divisional office of 
the railway? 

Mr. GorDON: I do not remember that point at the moment. 

Mr. FISHER: That is what I understood. 

Mr. GorDON: They are readily available. 

Mr. FISHER: I have brought this up in the house with the minister in 
order to get the agreed charges, but I was told the information was not avail- 
able. Then I asked this other question: are they provided at divisional 
points? 

Mr. DRYSDALE: Could you point out to me where it says the charges must 
be compensatory. 

Mr. Gorpon: Offhand I cannot, but I know it is the principal. 


Mr. DRYSDALE: I have not been able to find it. I have before me the 
relevant section of the Transport Act. 


Mr. Gorpon: All I know is we have to prove they are compensatory. 
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Mr. DRYSDALE: That is a rather vague definition. When we are DIT - 
matter of agreed charges, could you tell me what dollar value agr ed 
have contributed to the C.N.R. nb ae 
Mr. Gorpon: Do you mean the percentage for the past year? a 
Mr. DryspALe: Of your total revenue? _ ; PESe 
Mr. Gorpon: That is a figure I would have to look up—the t 
value of revenue coming from agreed charges? pene. ; Pe ok 
Mr. DryspALE: Yes, also what percentage that would represent. _ ee 


The CHaIRMAN: With what are you comparing it? Is it only 1 
itself or do you wish a comparison? sete 


Mr. Gorpon: I may have it here. 


Mr. DryspALEe: Just the percentage of your total revenue in 3 
agreed charges. Pee. te 


Mr. Gorpon: Estimated revenue under agreed charges was $26 
for 1955, $39.8 million for 1956, $44 million for 1957 and $55.6 million f 
Mr. DRYSDALE: What percentage is that of your total revenue? Ls 
Mr. Gorpon: We will have to figure that out for you. It is 10.2 fo ot 
Mr. DRYSDALE: What I am interested in is that the extension of the agr 
charge seems to be greater year by year. I was trying to see what effect tl 
was possibly having on your revenue. | eas SS, se 
_ Mr. Gorpon: It is becoming more and more important each yea 
expect it to continue. It is one of the most effective weapons which 
found from a competitive point of view. The general stand is that we m. 
an agreed charge with any shipper who will undertake to ship a pe cen 
of his product by rail, and then we will quote him a rate on that unde 
ing. The rate varies in accordance with the percentage of his total s 
We have to stand ready to make a similar rate available for any other s 
of the same product providing he is prepared to enter into an agreement 
Mr. CHEVRIER: That is particularly so since the legislation has been e 
Your revenue has been almost doubled, from $26 million in 1954 to $5 
in 1958. ; Ns See 
Mr. Gorpon: Yes. The change in the legislation enabled us to quo 
quickly. Before that it took us a long time to see if the Board would | 
Mr. CHEVRIER: This is of help to the railway? peo 
Mr. Gorpon: Yes. _ ° Soe 
Mr. CHEVRIER: There is another matter, and that is the “piggyback” 
Mr. Gorpon: Yes. SS ae a 


as 
hy 
cra 


Se Rae EN, r 


Mr. CHEvRIER: How are they working out since their inception? 
you give us some idea of the increase in revenue which has obtained 
railway in that respect? “EE a ee 

Mr. Gorpon: Mr. Chevrier, I wonder if you really want to pres: ) 
question. You are asking me to divulge a competitive position which I 
prefer not doing. However, I would . 3 
been improving satisfactorily. 


se ee 


Mr. FISHER: Competition with whom? ait ty ae 
Mr. GorDon: The C.P.R. ‘ 
Mr. 


area in 
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valley, is an equally non-productive area and could be considered a non- 
productive bridge between the prairies and the Pacific coast; in other words, 
two bridges? 

Mr. Gorpon: I doubt that. I think I am getting into a philosophical 
argument in regard to geographical areas, with which I could not deal. 

Mr. Broome: The point I am getting at is that the location of the bridge 
in northern Ontario is detrimental to shippers from the west coast. 

Mr. Gorpon: I think that could only be a matter of opinion; it cannot be 
proven. 

Mr. Broome: It can be, because the subsidized area is east of the prairies, 
which means that eastern manufacturers shipping-into the prairies have the > 
advantage of lower shipping costs as compared to west coast shippers. 

Mr. Gorpon: What I mean is that the philosophy of the bridge subsidy 
is not something the railways necessarily defend. 

Mr. Broome: No, I do not think it is. 

Mr. FisHer: Could you give us some figures in regard to how much of the 
bridge subsidy your railway has gained in the last couple of years? 

Mr. Gorpon: The proportion of the $7 million? 

Mr. FISHER: Yes. 

Mr. Gorpon: I suppose we could dig this out. In 1958 we received what 
looks like $3,352,505. 

Mr. FISHER: That is almost an even split. 

Mr. GORDON: Yes. 

The CHAIRMAN: Are there any other questions, gentlemen? 

Mr. McPuiuures: Have you a breakdown of figures in connection with 
branch line revenue as against operating, in order to show whether branch 
- lines paid? 

Mr. Gorpon: No, that would be a massive analysis; we could not do that. 

Mr. McPHILLIPS: You have not those figures? 

Mr. Gorpon: No, not line by line. 

Mr. CARTER: Mr. Chairman, I have a.few questions on freight rates. Does 
management have any freedom of movement in setting freight rates? Do you 
have upper and lower limits? 

Mr. GorDON: We have in respect of competitive rates. The general rule 
is that the class and commodity rates are set by the board of Transport 
Commissioners and we can charge those rates. Generally, under the stress of 
competition those rates are reduced to meet competition; so technically we 
would have freedom to increase those competitive rates up to the ceiling any 
time we thought it would be practicable. But the governing force of that is 
the competition that forces the rates down. 

Mr. Carter: Well, is the rate approved by the board of transport the 
upper limit? 

Mr. GORDON: Yes. 

Mr. CARTER: You cannot go beyond that? 

Mr. GORDON: We cannot go beyond the class and commodity rate upper 


Mr. CARTER: Does that apply to the Maritime Freight Rates Act? 

Mr. GORDON: Yes. | 

Mr. CarRTER: I have a problem here the operations of which I do not quite 
understand. A carload of freight originating in New Brunswick and, say, 
shipped to Corner Brook in Newfoundland, has a certain rate; I think it is 
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$1.18 per 100 pounds. I presume that comes under the Maritime Freight 
Rates Act. But this is what I do not understand: if that carload of freight Sted 
imported from outside the country and landed at Saint J ohn, New Brunswick, a 
for trans-shipment to Corner Brook Newfoundland in addition to the $1.18, > : 
you charge a 20 per cent overcharge and on top of that 74 per cent terminal 
charge. Surely, that discourages freight from being trans-shipped or Imported — 
through the maritime provinces. ; cies 
Mr. Gordon: There is something confusing in connection with this: Ef it-=-- : 
was on a ship, I do not understand why they would not deliver it direct to 
Newfoundland. if os) 
Mr. CarTER: That might be. The ship calls at Newfoundland. It is routed — 
through a shipper which calls at a maritime port. : 1s ee 
Mr. Gordon: I would say this: I do not think I can undertake to deal. 
with a question like that because I have learned from experience I must have 
the specific situation. If Mr. Carter will let me know specifically the type of 
shipment he has in mind, I will have it analyzed. But to make generalizations Yate 
along those lines leads into all sorts of trouble. oie 
Mr. CarTER: I can give you the details in a second. pitietior: 


The CHaIRMAN: As the president has intimated, I think we should be e 
dealing with a matter of policy here because there are sO many differences in _ 
competition between waterborne freight, railroads, highways and so forth. 4 


Mr. Carter: This has nothing to do with waterborne rates. i ce 


The CHAIRMAN: It may not have, but it opens up detailed issues which 
could be brought up, asking the president for an explanation. ssh 


Mr. CHEVRIER: Could we not allow Mr. Carter to state in a few words — S : 
what the case is, and the president could get the information? | (ote oe 


Mr. Gorpon: I am stating. I cannot undertake to answer specific cases. i : ” 
However, if you will give me the particulars, Mr. Carter, I will have it 9°” 
analyzed and tell you the reason. . 


Mr. CARTER: Well, this is a shipment of 1,500 cases of canned APFICO | Wa 
which came from South Africa and was shipped to Corner Brook on a through se 
bill of lading via Saint J ohn, New Brunswick. It was routed that way because 
the person buying the freight understood: what the rate was and he expected 
the regular rate between New Brunswick and Newfoundland would be they ee 
same as if they were purchasing it in Saint J ohn, New Brunswick. But when he 
the goods arrived he found he not only had to pay the regular freight from 
Saint John, New Brunswick, which you would charge if it was purchased 
there, but a 20 per cent overcharge and an additional 7% per cent terminal — 
charge. Surely that is a matter of policy, because it affects the whole routing _ : 
of freight through the maritime provinces and goods imported into Canada. _ 


Mr. Gorpon: By whom was the charge made? es 
Mr. Carter: By the Canadian National Railways. 


Mr. Gorpon: Are you sure it was not a clearance charge through the 
harbour? 


Mr. CarTER: Not according to my information. The Canadian National : 
Railways submitted the bill for it. | : son 


Mr. Gorpon: Yes, quite true, because we may have to pay the harbour 
charge to get it through. I will look into it, Mr. Carter, and let you know © 
what the answer is. . 


* “ 
be 


Mr. Carter: It is very important because no one in Newfoundland wilke ae 4 
ever import goods from outside and have them routed through Saint John, 
if they have to pay a 20 per cent higher rate. oa 2S Saas 


me 1 
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Mr. Gorpon: I have not a traffic expert with me this morning. I think 
it would have to be looked into. 


Mr. CARTER: I can understand the terminal charge. 

Mr. Gorpon: I am just suggesting that; I do not know off hand. 

Mr. CARTER: The terminal charge probably would be; but the 20 per cent 
is a straight increased overcharge. 

Mr. Gorpon: I will look into it and let you have the answer. 

Mr. HORNER (Jasper-Edson): I would like to ask Mr. Gordon what their 
policy is with regard to advertising. Who does it? Do you have your own 
advertising department and, if so, how much money do you spend on it? 


The CHAIRMAN: I think, Mr. Horner, that information will come at a 
later time under operating expenses. I would like to keep to traffic and 


revenues and then proceed from there to passengers. 


Mr. FISHER: What is the present status, Mr. Gordon, in connection with 
your application for freight rate increases? 

Mr. Gorpon: The last application before the board of Transport Com- 
missioners which was submitted by the Railway Association, has been post- 
poned. indefinitely. 

Mr. FISHER: Who postponed it? 

Mr. Gorpon: It was postponed at the request of the railways. 

Mr. FISHER: What was the railways’ thinking? 


Mr. Gorpon: It had in mind the announcement not only of the $20 million 
subsidy, which is under examination, but also the announcement by the gov- 
ernment of the appointment of a royal commission; and in these circumstances 
we felt we should not proceed with the Board of Transport hearing until 
we saw what was required in that connection, because there would be a 
lot of information that would be of the same type. When I say ‘postponed 
indefinitely” that means, of course, the railways can ask for a hearing before 
that board and decide when the revive it. 


Mr. FISHER: In connection with the period of postponement, is it not 
possible, with the customary time it takes a royal commission to look into 
these matters, it would delay getting the revenues that the applications in- 
dicate you need, and this may put you in a very difficult position. 


Mr. GORDON: Yes. 
Mr. FISHER: Have you any solution to this particular problem? 


Mr. Gordon: No, I think we have to await the course of events, like 
everyone else. 


Mr. CHEVRIER: How much were you asking for in the application? 
Mr. GorpDon: It was the balance. 

Mr. CHEVRIER: You asked for 19 per cent in November. 

Mr. Gorpdon: The last application was for 12 per cent. 


Mr. CHEVRIER: How much in dollars and cents would that mean for the 
Canadian National Railways? 


Mr. GorDoN: As you remember, this is based on the Canadian Pacific 
Railway requirements formula. We can give you the mathematical result,— 
the estimate of what we can get. 


Mr. CHEVRIER: Whatever that answer is, it is in millions of dollars, 
I take it? 


Mr. GORDON: Yes. 


58 SESSIONAL COMMITTEE 


Mr. CHEVRIER: How is your profit and loss position going to be affected 


by the fact you will not get the benefit of that additional revenue during 


the year 1959? 

Mr. Gorpon: That goes back to the same question in connection with 
our estimate of how much of a 12 per cent horizontal increase we can actually 
realize. My personal opinion is that we are almost on the borderline of whether 
or not we can get anything. The amount of traffic being affected by the 
impact of competition was so severe we had to surrender the full 17 per cent 
increase again and again. 

Mr. CHEVRIER: On that point I wanted to ask you how much of that 
17 per cent increase had to be decreased in order to save the traffic? 

Mr. Gorpon: A great deal. The yield on the 17 per cent is an estimated 
9.3 per cent; but that is an estimate. We are not absolutely certain. as to 
the actual working out of it, because we have not completed all the adjust- 


ments, but it would look to me it would be somewhat less, say between 8 


and 9 per cent. 

Mr. CHEVRIER: In connection with the 19 per cent case, you asked for 
an increase of 19 per cent in freight rates and you figure the effective result 
will be 9.3 per cent. 


Mr. GORDON: Yes. 


Mr. CHEVRIER: What do you do in the meantime to recoup the lost 
revenue? 


Mr. Gorpon: Let me put is this way. When we arrived at the figure of 


19 per cent, we knew perfectly well it was not going to yield 19 per cent 
and, therefore, the figure we placed before the Board of Transport Commis- 
sioners was based on the amount of horizontal increase that would yield us 
approximately 9 per cent, which was the dollar result needed to break even. 


Mr. CHEVRIER: Well, how does that affect your $51 million deficit? 
Mr. Gordon: You mean for the year 1958? 
Mr. CHEVRIER: Yes. 


Mr. GorRDON We had the revenue increase working only from December on, 
although we had retroactive costs in respect of the wage increase which had 
accrued up to that date, so it did affect the deficit in the sense that the 
deficit does include those portions of it. 

What we figured out, you see, was the amount of freight rate increase 
which would yield us sufficient in dollars to offset the wage increase. 


Mr. FIsHER: There are getting to be shorter and shorter returns from 
freight rate increases? 


Mr. GORDON: Yes. 


Mr. FISHER: So in essence it is almost like a ritual dance, you are just. 
prancing forward? 


Mr. Gorpon: Let us put it this way. What the railways are trying to do 
is to get freedom to increase rates to a point that will produce an adequate 
return. As you know, the Canadian Pacific Railway is commonly known as 
the yardstick railway in proceedings before the Board of Transport Commis- 
sioners. That yardstick came about by reason of the formula which was accepted 
oy the Board of Transport Commissioners some years ago as to the amount 
of earnings the Canadian Pacific Railway needed to pay its dividends, look 
after its shareholders and so on. I have not got the figure in mind, but it is 
something like $52 million. They have never been able to reach that point 
and therefore when we are planning these freight rate increases what we 


are jointly trying to do is to get sufficient freedom to increase rates where > 


“ 
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~ the increase can actually be effected. My personal opinion is that we are 


practically at the point of no return in that a further freight rate increase 
is not likely to yield us revenue which would put real money in the till. 


Mr. FISHER: What other areas do you turn to, then? 

Mr. Gordon: There is no other area except to reduce our expenses. The 
other area is to reduce expenditures. 

Mr. CREAGHAN: And subsidies? 


Mr. GorRDON: We have never asked for subsidies. Subsidies are paid to 
the shippers, not the railways. The subsidy is a payment for service. The 


- railways do not get the advantage of it. 


Mr. CHEVRIER: You said, Mr. Gordon, that the 19 per cent case which 
resulted in the 17 per cent freight rate increase was to offset the wage in- 
creases? 

Mr. GORDON: Yes, sir. 

Mr. CHEVRIER: What therefore is your present application for 15 per 
cent, I believe it is, now before the board, which has been postponed in- 


definitely? 


Mr. Gordon: That has to do with the situation which I am describing. 
The Canadian Pacific Railway is still tied to its requirements under the 
formula, and we are jointly trying to get freight rates increased to that 
extent. 


Mr. CHEVRIER: Have you been able to find out in dollars and cents what 
was the amount of that for the Canadian National Railways? 

Mr. Gorpon: We should have that. 

Mr. CHEVRIER: It is 12 per cent rather than 15 per cent, as I stated it. 

Mr. Gorpdon: I can say this, that on a generalized yardstick basis, we 
estimate that a 1 per cent freight rate increase would.yield us about $1,750,000 
per annum in revenue. I am leaving aside the other qualification in regard 
to cents per ton on coal and that sort of thing, because that is a small amount. 
Generally speaking, we think 1 per cent will yield us about one and three- 
quarter million dollars. 

Mr. CHEVRIER: That is a little over $20 million? 

Mr. GORDON: Yes. 

The CHAIRMAN: I might interject a question here. It seems to me in regard 
to the figure of the ‘“‘X” per cent increase in freight rates and what it will 
yield in future, the competition and so on can go past the point of no return 
very, very rapidly. 

Mr. CHEvRIER: I know, but the railways can figure it our very carefully 
when they are asked by the Board of Transport Commissioners. 

Mr. Gorpon: That is right. I ought to add that the attrition factor is 
more and more all the time. 


Mr. CHEvRIER: Could I follow that up? What would happen to the 
Canadian National Railways if during the year 1959 the application for 12 
per cent is not heard and it does not get the required revenue of $24 million 
or $25 million? 

Mr. Gorpon: I will answer that this way. We find when we come to 
our operating budget another item for $34.4 million deficit, and that does not 
include any provision for increased revenue under this application. In other 
words, if we get a further freight rate increase, and we do get more revenue 
out of the freight rate increase, it will reduce the amount of that deficit. If 
we do not, we do not. But in essence we will still have a $30 million to $35 
million deficit. 
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Mr. FISHER: These freight rate increases, you have made the point, 
depend so much upon the formula that the Canadian Pacific Railway is the 
yardstick. Do you feel this type of approach for the Canadian National 
Railways is a proper one or a good one? 


Mr. GORDON: Under the present circumstances it is the only one. So 
long as there is control of freight rates by the Board of Transport Commis- 
sloners then we must go through that procedure. 

Mr. FISHER: Have you any other ideas, or does anyone else that you know 
of have any ideas of a new approach to this thing? : 

Mr. GORDON: Yes, I made a statement before the royal commission that 
is now commonly called the Gordon Commission. I would be glad to provide 
you with a copy of that. : 

Mr. FISHER: I think I know what IPs. 

Mr. Gorpon: That, of course, is a personal opinion. 

Mr. FISHER: We have been very interested in trying to get from the min- 
ister, and certainly encouraged by the Prime Minister, what the terms of 


reference of this royal commission will be. Now, you cannot very well — 


express an opinion on that, but you could express some comments on the 
terms of reference and the performance of the last royal commission. I would 
suggest that might point up some of the things that it did not consider or 
did not consider fully enough. 


Mr. GorDon: I am a bold man, but I would never suggest terms of 
reference of a royal commission. 


The CHAIRMAN: I think you are getting far afield. 


Mr. CREAGHAN: Mr. Chairman, I have one question. You have given us 
statistics that your agreed charges as a business are increasing very rapidly. 
When you give a contract to a shipper is it usually for a fixed term or for 
how long a period? : 

Mr. GorDON: No, I think most contracts run for three years. It might 
vary. It could be one, two or three years; some of them include an escalator 
clause, some do not. It depends on circumstances. 

Mr. CREAGHAN: Would you agree that perhaps your increase in agreed 
charges might be attributable to the fact that you have reached this point of 
no return on these horizontal increases on class and commodity rates, and 
many, many shippers from time to time are going on agreed charges? 

Mr. GorDon: I think there is some confusion about agreed charges. An 
agreed charge after all is simply a competitive rate. Agreed charges are 
basically competitive rates. We are trying, under certain conditions, to 
encourage or stimulate and retain traffic on the rails. If we get an assurance, 
depending on the percentage of the traffic, we will shade the rate still further. 
We quote a certain rate for, say, 60 per cent of the traffic and a better rate 
for 100 per cent. Itisa tool, it is a bargain rate, a competitive weapon. 

Mr. CREAGHAN: I am suggesting to the railway that you are getting more 
and more agreed charge contracts because of the fact that the horizontal 
rate increases have had an adverse effect on the class and commodity rates, 
and I also suggest— 


Mr. Gornon: I do not. quite follow that. We are getting more agreed 
charges for the simple reason that there is more and more trucking competition. 
It is just as simple as that. This is a weapon which more than anything else 
is a competitive tool to reply to the threat of competition from trucking. 

Mr. CREAGHAN: Personally, I am very much in favour of agreed charges 


because I see this' year as compared to last year you have had a substantial 
increase in the average length of haul and I am suggesting that perhaps agreed 
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- charges might have had something to do with the average length of haul. Agreed 
- charges should act as guaranteeing you a continuing source of customer and 


freight? 

Mr. GORDON: Yes, and it enables us also to obtain more revenue, which 
enables us to carry the other rates which are a burden on us. 

Mr. Carter: Mr. Chairman, might I ask the president about this very 
formula which relates the maritime freight rates to the railway. Is the Maritime 
Freight Rates Act 20 per cent or 10 per cent lower than the other? 

Mr. Gordon: The Maritime Freight Rates Act works on the basis that the 
rate quoted is less the amount of the subsidy, so the shipper gets the advantage 
of that. It is 20 per cent intra and 30 per cent for outward movements from 
the area. The basic reduction is for the benefit of the shipper. 

Mr. CREAGHAN: Does it apply to agreed fixed charges as well as other rates? 

Mr. Gorpon: It applies to all traffic, no matter what it is. 

Mr. DRYSDALE: Mr. Chairman, I have tried to get an answer to an earlier 
question I asked on agreed charges and I want to follow it up. 

During this $20 million subsidy hearing we had by the committee on 
railways, canals and telegraph lines, Mr. Fisher on page 31 asked in connection 
with agreed charges of Mr. Knowles who, incidentally, was a former freight 
traffic manager of the Canadian National Railways— 

Mr. GORDON: Yes, but let me interject quickly that he does not speak for 
the Canadian National Railways. 

Mr. DRYSDALE: No, I am just giving the background. He is a Commissioner 
of the Board of Transport Commissioners. 


The CHAIRMAN: What are you reading from, Mr. Drysdale? 

Mr. DRYSDALE: The committee hearing on the $20 million subsidy. 

The CHAIRMAN: Last year’s? 

Mr. DRYSDALE: No, this year’s, two weeks ago, on the question of agreed 
charges. I asked Mr. Gordon as to whether agreed charges had to be remune- 


rative or compensatory and he said that they had to. However, Mr. Fisher 
asked the question: - 


Mr. FISHER: Let us take a situation such as you have with agreed 
charges. Are most agreed charges supposed to be, or are they required to 
be, remunerative or compensatory? 

Mr. KNOWLES: They were, under the original legislation; but they 
are not now since the act was changed in 1955. Practically the only thing 
we have to do with agreed charges is, they are filed with the board for 
information and the only time that we get into any question of the rates 
under the agreed charges is when some shipper complains that he ought 
to have the same rate, or a similar rate, somewhat a little higher or 
somewhat a little lower. Then we go into the whole story. 


Then you made the statement that agreed charges are practically com- 
petitive rates, but competitive rates come under the board of transport com- 
missioners where, according to Mr. Knowles, agreed charges do not. A little 
earlier you said that you had no control of freight rates by the board of 
transport commissioners. So can I take it from your statement that you feel 
that agreed charges should be brought back under the control of the board of 
transport commissioners? 


Mr. Gorpon: Well, I do not know what the reference is there. All 1c ear 


say to you is that all rates are subject to appeal to the Board of Transport 
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Commissioners. I said earlier I thought that by the legislation the agreed 


charges had to be compensatory. I may be wrong on that, but the fact is that 
we know that an agreed charge is subject to challenge at any time. 

Mr. DRYSDALE: By whom? 

Mr. GORDON: By any shipper. 

Mr. DRYSDALE: By a shipper; but your competition is with the trucker. 

Mr. GORDON: Well, anybody has the right to appear before the board of 
transport commissioners. 

Mr. DRYSDALE: But the truckers have not, have they? 


Mr. Gorpon: I do not know. I think the board ruled that they did not 
in respect of a freight rate. 


Mr. DRYSDALE: Your situation comes down to this as far as truck com- 
petition is concerned. You can reduce your rates to practically any figure at 
all and effectively cut out any trucking competition at any point you wish, and 
the truckers have no possibility of making any representations or challenging 
the rates you are establishing? : 


Mr. Gordon: That is a legal opinion that I would not want to give. 
Mr. DRYSDALE: Don’t you agree with me that that is the situation? 
Mr. Gordon: No, I do not. 

Mr. DRYSDALE: What is the situation? 


Mr. Gordon: Let me see what Mr. Knowles said. I do not know, but I am 
very suspicious of any paragraph, taken out of context especially. 


Mr. DRYSDALE: I am not taking it out of context. Read all you want, in 
fairness. I was just trying to follow up your views. : ! 


Mr. GorDon: That is right. I suggest you are not reading Mr. Knowles 
correctly. Let me put it you are not interpreting what he said correctly. 


Mr. DRYSDALE: I did not interpret, I just said what he said. 


Mr. GORDON: My interpretation of what he said is that, under ‘the original 
legislation, the railway could not put in an agreed charge without first of all 
appearing before the board and having the board confirm the rate. 


Mr. DRYSDALE: Yes, there was a great deal of litigation on other agreed 
charges. 


Mr. GORDON: Which resulted in serious delays and we waited six, seven 
or eight months before we could tell a shipper, “We can give you an agreed 
charge”. That meant the bill was useless. 

The legislation was changed so that the railways could, subject to their own 
motion and subject to agreement among themselves, almost put in an agreed 
charge and put it in almost immediately without going to the board for per- 
mission. Once the rate was in, then the ordinary rules applied. 

Anybody who has a place can claim discrimination and claim it is an 
unfair rate and things of that sort. 


Mr. DRYSDALE: What do you mean by “anybody”? Does that mean that 
truckers can do it? 

Mr. GorpDOoN: I do not know; that would depend. 

Mr. CHEVRIER: I would like to ask a question on the truckers. Is it fair 
to compare the trucker to the railway, the railway being regulated by the 


board of transport commissioners and the truckers not being so. Is that not a 
distinction which one must make? 


Mr. Gorpon: The basic thing is any person at interest can appear, before the 
board of transport Commissioners. It is the shipper who is at interest here. If 
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ye any shipper brings a complaint before the Board of Transport Commissioners, 
_ the Board of Transport Commissioners is able to hear it. You are asking me to. 


give legal opinions. 


Mr. CHEVRIER: Let me pursue that, if I may. If a trucker, not as a corporate 
entity but as an individual, wants to appear before the board of transport com- 
missioners and complain about an agreed charge or a competitive rate, has he not 
a perfect right to do so? 


Mr. Gorpon: That would be for the Board of Transport Commissioners to 


decide. They are the judges of their own jurisdiction. 


Mr. CHEVRIER: Any individual can go before the board of transport com- 


missioners and complain against a rate because it is non-compensatory, or for 


some other reason. 
Mr. DrysDALeE: The trucker has not any status at all. 


Mr. SmitH (Simcoe North): Is it not a fact that trucking companies can and 
do now make agreed charges with shippers every day for all types of cargo 
without having their agreements called into question by anybody? 


Mr. Gorpon: I have heard a great many remarks about what truckers do, 
but I am not going to give evidence. 


The CHAIRMAN: Well, as a matter of fact, I know in all parts of the country 
they have fixed charges. 


Mr. HORNER (Jasper-Edson) : Have any agreed charges been postponed? 
Mr. Gorpon: I do not recall one, no. 


Mr. Horner (Jasper-Edson): Have they ever been upset because they were 
not compensatory. 


Mr. Gorpon: I do not recall that they ever were. That is, as a matter of 


fact, because they are compensatory. 


Mr. HoRNER (Jasper-Edson): Well, I doubt that very much. 
Mr. GorDON: Well, they have to be made on that basis. 


Mr. HorNER (Jasper-Edson): According to what Mr. Knowles told us the 
other day. 


Mr. Gorpon: I am giving evidence for the Canadian National Railways and 
I am telling you our agreed charges are compensatory and we are prepared to 
defend them at all times. 


The CHAIRMAN: If you have ever paid as many as I have you would think 


- they were compensatory. 


Mr. CHEVRIER: If you have to pay for them I presume they are. 


Mr. DrysDALE: Mr. Knowles on the same page defined three definitions of 
compensatory, I think, using the word “‘compensatory” in this point any way 
at all, whether it is out-of-pocket expenses or covering overhead, and so on. 


Mr. Gorpon: To put it simply, it means we make some money out of them 


over and above our costs. 


Mr. DrysDALE: The point I was trying to raise on agreed charges in con- 
nection with trucking was we have the situation where the basic complainant 
under the act is the shipper. When you are establishing the agreed charge that 
takes it out of control of the board of transport commissioners but entirely 
within the jurisdiction of the railway. 

The CHAIRMAN: It is subject to appeal, though. 

Mr. DRYSDALE: By whom? | 

Mr. CHEVRIER: By the shipper. 
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Mr. DRYSDALE: If I can follow your argument, I understand the shipper but 
I am interested in the trucker who is in competition with the railway on certain — 
things. | ot 

Mr. Gordon: Do you know of any procedure whereby the railways can 
challenge a trucker’s rate? 

Mr. DRYSDALE: No, but the point I was trying to get down to, if I could 
eventually, was the fact that the truckers at present have not the opportunity to 
challenge the rates as to whether or not they are compensatory. I was wondering 
if you think they should be permitted, that the legislation should permit them 
to have right to appear? 

Mr. Gorpon: Not unless it was a quid pro quo proposition. If you give the 
railways the right to challenge the trucker’s rates, then you must give the 
truckers the right to challenge the railway’s rates. The board is the judge of 
its own jurisdiction. 

Mr. CHEVRIER: Could I ask this question? Is it not a fact that representations 
along the lines mentioned by Mr. Drysdale were made to the royal commission — 
on transportation, the Turgeon commission. The Turgeon commission, after 
careful hearing, decided against the amendment of the Transport Act in order 
to allow the truckers to come in and file rates and be heard? 


ed that those western Canadian rates were fully compensatory to the railway, 
and also that they were not lower than sufficient to meet the competition. 
You will find that in the judgment of the board on November 12, 1958, 


Mr. DRYSDALE: In the Turgeon Royal Commission on Transportation in 
1949 they said the estimated revenue for agreed charges for a full year was 
slightly over $8 million, and that was for both railways in Canada. It rose 
to about $20 million and you gave the figure of approximately $58 million. 

Mr. GORDON: Yes. 

Mr. DRYSDALE: I was wondering whether those increases in the figures on 
the agreed charges might not be compensatory, depending on the definition 
that you have. This is subsidized; in effect the taxpayer pays the subsidiza- 
tion and this amount of agreed charges I say is entirely to offset competition 
of trucking. } 

Mr. GORDON: No, sir, that. is: a completely wrong interpretation. The 
contrary is true. Let me remind you once more that the agreed charges 
procedure is competitive and by definition— 

Mr. DRYSDALE: If it is a competitive rate it is under the control of the 
Board of Transport Commissioners, and it is not under their control. 


Mr. GorDON: No, that is not so. 
Mr. DRYSDALE: You said you did not know before. 


Mr. GorDoN: No, but I am saying the Board of Transport Commissioners 
of its own motion can always investigate a rate, and the point of the thing is 


a 
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that we, by agreed charge procedures, are getting traffic that we otherwise 
would not. We are making money out of it and that places us in a better 
position in respect of our deficit generally, which you are referring to as the 
taxpayer. If we did not have that traffic we would have less profit. 


Mr. DRYSDALE: I realize that, but the essence is that you have taken 
agreed charges completely unto yourself and out of the jurisdiction oa the 
Board of Transport Commissioners. 


The CHAIRMAN: He said the opposite. 

Mr. DryspaLE: I know he said the opposite, but when I asked ee before 
he said he did not know. 

Mr. GORDON: What happens is, the railway gets together with the shipper 
and arrives at an agreement on the charge. That agreed charge is filed 
with the Board of Transport Commissioners for their information and also so 
that if they have any views on it, as they did in regard to this western rate 


case, they can examine it any time they wish. Any shipper can challenge 


if he wishes to do so. You say truckers should have the right to challenge a 
rate quoted by the railways; I disagree completely. If the situation was that 
the truckers were also under regulation and had to publish their rates and 
there was a mutual right of challenge, then I go along; but I see no reason 
why the truckers should be allowed to snipe at the railway rates through 
the Board of Transport Commissioners when we take some traffic away from 
them. Agreed charges do not always take traffic away. It starts off retain- 
ing business that was not handled by the trucks. 

Mr. DRYSDALE: Assuming that hypothetically I am right, that the Board 
of Transport Commissioners has no control over agreed charges, then do you 
still maintain your earlier statement that the control of freight rates should 


'be within the Board of Transport Commissioners? Then would you agree that 


the Board of Transport Commissioners should have a greater degree of 
control over agreed charges? 


Mr. Gorpdon: I am sorry, I have not been able to follow your question. I 
just do not understand it. 


The CHAIRMAN: What you wish to infer is that there is an inference that 
the railways under agreed charges occasionally operate at a loss to cut the 
trucker out of business? 


Mr. DRYSDALE: They could, yes. 
Mr. GorDON: They could, but I am saying they do not. 


The CHAIRMAN: Unless that is the inference, I cannot see where we are 
getting. 


Mr. DRYSDALE: That is a definite inference. 


The CHAIRMAN: I do not know how you would arrive at it, because it 
would be very difficult. Some places there are all sorts of situations and 


so on. 


Mr. DRYSDALE: I believe we had the statement that there was an increase 
in agreed charges where the Canadian National Railways has approximately 
$58 million and we had the statement by Commissioner Knowles that agreed 
charges did not come within their control. If it was a competitive rate then 
they would have control. 


Mr. Gorpon: I do not agree that that is correct completely. In fact, if you 
will examine the legislation, an agreed charge is filed and does not go into effect 
for a period of twenty days. The only point in your question was that you are 
saying truckers should have the right to challenge any agreed charge, and would 
deny that! I think it would be very unfair. 
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Mr. FISHER: Unless you could challenge them? 
Mr. Gorpon: Yes. 


Mr. Hees: Is there any control over the rates the trucking firms can charge? 


Mr. Gorpon: No. 

Mr. Dryspa.E: There is provincially, in British Columbia. 

Mr. Hees: If that is the case, the railways have no right of recourse, as I 
understand it, against cutthroat rates that truckers can charge to put the rail- 
way out of business in a certain section; and yet the truckers are asking for 
the right to do exactly the same thing. 


Mr. DRYSDALE: The reason I raised the problem is that first of all, I realize 


has been this tremendous increase in agreed charges which, contrary to what 
Mr. Gordon says, is not under the Board of Transport Commissioners. 

Mr. Hees: But Mr. Gordon has said they are competitive. 

Mr. Gorpon: My point, Mr. Minister, is this. This was a statement, not a 
question. I should not like the statement to go on the record without my 
stating very simply that if we had not had the $58 million from agreed charge 
revenue in 1958, our deficit would have been substantially greater than it is, 
That then is the answer. | 

The CHAIRMAN: That is surely the answer. 


Mr. HEES: Could I ask a question. Does Mr. Drysdale think there is anything 
to stop the truckers from cutting their rates, where they are running into heavy 
competition, in order to take money away from the railways? Is that not 
correct? 


Mr. DryspaLe: Yes, but let me point out that we as taxpayers are not 
subsidizing the rates. We have no control over their agreed charges. 


Mr. HEes: But Mr. Gordon has said, first, that agreed charges are com- 
pensatory and, secondly, he has made the direct statement that the deficit on 
the taxpayers of Canada would have been substantially larger if these agreed 
charges had not been in Operation last year. 


Mr. DryspaLE: You took the business away from one group to give it to 
another group. 

Mr. Gorpon: No, I deny that. 

Mr. Hers: I am Saying the trucking industry is free to g0 out and quote 
any rates they want, and you are asking them to be free to do that, yet the 
railways are not free to quote competitive rates against them? 


Mr. DryspAaLe: That was not the point, but I am not going to labour it 
any more. 


Mr. CHEvrRIER: And if anyone feels that the agreed charge is not com- 


pensatory he can ask the board to hear the case. 
Mr. DryspaLE: Any shipper, 
Mr. Gorpon: Any shipper, yes. 
The CHarrman: I think anyone can. Even I can go to the board. 


oe 
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Mr. CHEvRIER: My understanding is, if I want to challenge as an individual 
any of those agreed charges I can go before the board and show reason why, 
because it is a court of record. 


Mr. DryspALeE: I think you are wrong. That is news to the commissioners. 


Mr. FisuHer: In reference to the case in question that you mentioned, I 
got the impression from reading it that the truckers rather took a considerable 
amount of analyses of the railway charges in order to see where they stood 
and how the railway competition was being applied. They are conscious of 
what you are trying to do. I want to know if you are taking some steps to be 
familiar with what they are doing? 


Mr. Gorpon: Subject to this, that it is very difficult to get information. 
In the case of the railways we are obliged to reveal our statistics in such a way 
that anyone can get the information. But I would add this as a footnote, if I may. 
The fact that the truckers are becoming concerned and alarmed about the 
business is the best news I have heard. There was no squealing five years ago, 
but there is today. If we are hurting them, so be it. 


Mr. FisHer: Some of the complaints I get from people who have to deal 
with truckers is that they hide under the umbrella of railway rates. 


Mr. Gorpon: That is right. They have to do that, because we have an 
established rate and they can make bids to a shipper on merchandise and 
start in underneath that rate, whatever the competitive rate says. But we do 
not know what their costs or charges are. We try to get information. With 
regard to the incentive rates I have mentioned, they are based to the best of 
our knowledge on truck costs. We have deliberately gone out and made our own 
analysis of what the truck costs ought to be, and then we are quoting a rate 
which is close to that or underneath it, subject always to our own analyses 
that we are getting a compensatory return. 


The CHAIRMAN: I think it is a good sign. Competition is the life of trade 
and is part of free enterprise. 


Mr. FISHER: The truckers are organizing a federation of a kind based 
upon the provincial organization. I gather that amongst the members at the 
provincial level are a number of trucking companies controlled by the C.P.R. 
Have you any representation, in so far as trucking rates and costs are con- 
cerned, on the provincial associations of the truckers? 


Mr. Gorpon: No. 


Mr. CHEVRIER: How far have you got with reference to the purchasing 
of trucking operations in Prince Edward Island? 


Mr. GORDON: We have been developing our trucking operation as best 
we can on our own resources. We have had a number of discussions and offers 
in respect to trucks. We have not yet, however, arrived at a point of buying 
out any trucking organization, because we find—as is usually the case—that 
the minute the C.N.R. indicates an interest, the price is doubled, trebled, 
or quadrupled, and we are not prepared to pay that. 

Mr. CHEVRIER: Are you operating trucking facilities in Prince Edward 
Island? 

Mr. Gorpon: We have quite a number of trucking operations, as a matter 
of fact. 


Mr. CHEVRIER: Could the committee get a general idea of what trucking 
operations the C.N.R. owns? 


Mr. Gordon: Yes, I can tell you that in a moment. We have quite a 
number of trucking services which are sort of collateral to railway services. 


They run into scores, and I need not mention them. But we have several 
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pages here of l.c.l. and express deliveries, for instance, that hav 
developed in the Atlantic region and our central region, and a fev 
western region. Would you like me to put those on the record? one 


Mr. CHEvRIER: I do not think you need read them, but perhaps we 
have them as an appendix. | see 


Mr. Gordon: There are three pages of them, and I would be glad t | 


them right on the record. They are the class of service we are oper 
right now. a 


Mr, CHEVRIER: How are they divided into provinces? ae 


Mr. Gorpon: They are heavier in the Atlantic region at the moment, 


for special reasons of legislation, permits and things of that kind. But they are a 
mostly along the lines of l.c.l. and express at the moment. We 
equivalent to the C.P.R. Smith Transport at the moment. 


have nothing 
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Mr. Gorpon: I wish there were. It is not true. Perhaps I should not ha 
said that; perhaps they will be trying to sell it to me. + ES es 

Mr. SMALLWoop: Mr. Gordon, I would like a little advice on 
In an area where the trucking association, or the tr 
a hundred and getting the business, and where 
a hundred, could you become competitive, or 
of Transport Commissionners’ ruling? 


Mea T 
ur eae % oe pies, 
this matter. _ 
ucker, is charging 50 cents 

: ° . Seay ‘\ 5d 4 Ae 
you are charging 65 cents _ 


are you bound by the Board 
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Mr. Gorpon: We could become competitive, depending on whether or 
not it is a compensatory rate. eS ae 


Mr. SMALLWooD: Th 


en why are you not becoming competitive? _ Why 


6 
have you not done that? Beat 
Mr. Gordon: We have done that. : Se By 
Mr. SMALLWoop: In our community you have an agent covering our town, 
The truckers bring all the express traffic in for 50 cents a hundred pounds. 
The merchants tell me that 


if you became competitive, you would get aK 
ago, and there were two 
If you became competitive, you would eis 


I was coming down on this train a little while a 
men sitting on one egg crate. 


hundreds of dollars of busines in one town. 
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not mean we will slash rates 


s. These incentive rates ALE yee 
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, that we are quoting a compen- poe 
satory rate. We know we are subject to ec 
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‘1 More competitive in regard to certain Vee 
types of traffic. fae 
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It may well be that in the traffic you are mentioning, they can do a 
better job than we can. I am not asserting for one moment, and never have, 
that the railway is a transportation “tool” that is better than any other type: 
that is not so. There are certain areas however in which I believe the rail- 
way is the best transportation tool. What we in this country should be looking 
for all the time is freedom for each transportation agency to quote and operate 
on the basis of giving the shipper the best service at the lowest cost. But 
certainly I would not go along—and I would be just as fearful as Mr. Drysdale 
—if we were in a position where we Cee quoted very low rates to put the 
trucks out of business. 

Mr. SMALLWooD: I did not suggest that you should quote to put the trucks 
out of business. Every big business today is worked on volume of turnover 
and less profit; but you want the big profit and no turnover. 

Mr. HorRNER (Jasper-Edson): Mr. Chairman, I just wondered if Mr. Gordon 
had a figure of his agreed charges on a ton miles basis. I would like to get 
one in a comparative region where the Crowsnest pass rates apply, if he has one. 

Mr. Gorpon: I do not think I should be asked to reveal that figures, Mr. 
Chairman. That plays right into the hands of our trucking competition. 


Mr. McPuiuuips: Mr. Chairman, perhaps I did not make myself clear when I 
asked the previous question about branch lines and revenue. Are the revenues 
and operating costs of branch lines so fused with the over-all operation that you 
cannot determine wether the branch line made a profit or not in any given 
year? 

Mr. Gordon: We have to take each branch line separately, and we do. 
We keep them under review at all times to see how the traffic is going to par- 
ticular branch lines, in order to determine whether or not any particular one 
- should be continued or should become a candidate for abandonment or amend- 
ment of service. 

Very often we will change the type of service and put in a mixed class, 
and so on. But our officials see to it that the individual branches under their 
jurisdiction are, as far as possible, on a profitable basis. 

Mr. FISHER: I would like to come back to what seems to me is involved in 
Mr. Smallwood’s question. When trucking lines become a part of railway 
operations, do those trucking aspects come under the Board of Transport 
Commissioners in so far as rates are concerned? 

Mr. Gorpon: No. 

Mr. FISHER: You say that there are certain areas where the railways cannot 
compete. We must take the view, from the way the C.P.R. has moved, that 
they feel some kind of integrated service is one means of protection for itself. 


Mr. Gorpon: Yes. 


Mr. FISHER: Why has not the C.N.R. felt it can move in this particular 
regard? 

Mr. GorDoNn: You will find in our budget, when you come to it in due 
course, that we have a substantial item in capital to enable us to proceed in 
the trucking area. 

But the question at issue here is that the C.P.R. were able to work out 
a deal whereby they bought an interest in a large trucking organization. Our 
efforts along the same line have so far not been fruitful. We have had it 
under discussion, but the prices that have been discussed have been much 
higher than we think is the value of the enterprises. 

Therefore, we are proceeding along two lines. We are gradually enlarging 
our own organization, through the Canadian National Transportation Limited 
—and, incidentally, that company has been in existence for the last 30 years 
—and already we operate various services in that company. We are proposing 
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to enlarge our own organization and, at the same time, keep a sharp look 


out for any trucking organization that is prepared to talk to us in terms of a 


~~” 


e, 


? 
is 
. 


reasonable price. If you know of any of that type, just send them along to 


my Office, 


Mr. FISHER: What is going to be the consequence for the trucking industry | 
as a whole when we get in the trucking industry this rationalization of trans- _ 


port operations that the railways have? 


~ 


Mr. FISHER: Have you been following the New York Central experiments < 


in their extension service With the flexi-van type of thing? 
Mr. Gorpon: Yes, I have been following this with great interest. 


Mr. FISHER: It is hard for an amateur to judge; but it would seem to me 
that that would be the type of service on which the C.N.R. might “gain a jump”’, 


that system would work out. 
These are all questions that are under the most careful analysis now. 


We are making progress, but we are doing it cautiously and investigating — 5 


what the actual results will be from the standpoint of our net position; not just 
for volume. 
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Mr. Horner (Jasper-Edson): Has Mr. Gordon given any consideration to 
the integration of highway trucking with the railway, and to bring into play 
the silent owner of trucks contracting for transportation on the railway? 


Mr. GorRDOoN: You mean a private trucker? 


Mr. HORNER (Jasper-Edson): Yes; in other words a trucker contracting 
as a private contractor on bids? 


Mr. Gorpon: No, we have not adopted that. 


The CHAIRMAN: Is it the desire of the committee that these three pages 
be printed into today’s evidence? 


Agreed. 
(See appendix I) 


Is there any further reference to that paragraph, or shall we go on to 
paragraph nine, passenger? 

Mr. FISHER: Can Mr. Gordon give us a review of the events which led to 
the cancellation, and then the cancellation of the cancellation in regard to the 
Super-Continental passenger service last fall? 


Mr. GorpDon: Yes, I think I can do that very simply. Last fall we were 
very much concerned about our deficit position. We made a very close analysis 
and came to the conclusion that we might experiment with discontinuing, 
during the winter months one trans-continental train service on an experi- 
mental basis, so that we would have one trans-continental train service 
daily instead of two during the period when traffic normally falls off. 

We found that the word got around that we did not have a “super-duper”’ 
‘service any longer through western Canada. We found that cancellation of 
reservations made in advance had begun to appear. That was one of the first 
things which disturbed us. 

We also found a general POaeuOn in respect to the prestige of the rail- 
way, if I may use that word, and its impact on the competitive position was 
affecting our freight traffic to an extent much greater than we had anticipated. 
In other words, after we had seen the reaction and had an opportunity to 
study it we saw that our analysis of what might be called the psychological 
effects of the cancellation had not been good. I happened to be in Western 
Canada at the time and I learned first hand what impact it had made. So 
when I got back to Eastern Canada I called together the board of directors 
and we decided that we should not hesitate to admit an error in judgment. 
We felt it was in the best interests of the Canadian National Railways in its 
general business position that our decision should be reversed. 


Mr. FIsHER: Before you made the official cancellation you must have 
analyzed the cost figures and what would ensue. Are you suggesting that 
the impact was so great, or was so much greater, shall we say, in revenue 
terms, that you felt you had to throw the first analysis overboard? 


Mr. Gorpon: That is right. We felt after weighing the imponderables that 
we should come to the conclusion that we reached. When we did continue 
the service we found quite a satisfactory result. The loss was not as great 
as we thought it would be. We had other business, particularly mail and 
express business which we have been able to retain and to build up. Might 
I add that because we considered this action the shock generally was good 
for morale on the whole railway. We sat down and talked with our labour 
leaders and we said to them: if we are going to stay in this business, we 
have to get everybody on his toes and looking for business. There was too 
much looseness in the attitude of train crews towards the general public, 
and there were too many complaints about the state of four equipment. 
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We were of the opinion that a general toning up was necessary. Therefore cs 


Mr. Dingle was detailed to carry on discussions with the various unions 


affecting our train crews and we had a most satisfactory response. I- think 
that the response has put a much better tone in our service. That was a Leen 


collateral value we got out of the process we went through. » 
Mr. FIsHER: I agree. 
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Mr. Kennepy: I have been looking at paragraphs nine and fourteen and 


I want to make some observations. In paragraph nine I noticed that passenger — 
revenues declined to $41.5 million, which represented a drop of 11.4 per cent 


or $5.3 million from the 1957 level. I notice also that in paragraph fourteen Nok 2 


under the heading of sleeping, dining and parlour car service, there was a 
decrease to $9.0 million in 1958, which meant a drop of $2.2 million. We 


— . 
r 
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can readily see that the percentage is much greater. I would like to ask 


the railway on long distance travel—has had on those figures? 


Mr. Gordon: When you speak of the curbing of passes; which ones do ue : 


you want me to start with first; those for members of parliament? 
Mr. KENNEDY: I mean the ones that were curbed? 


Mr. Gorpon: It is very difficult to put a figure on it, because there are oe 


a great number of people who travel on passes who otherwise would not 


Mr. Gordon: You are thinking of the restriction on the special trains? 
Mr. KENNEDY: Yes. | 


Mr. GORDON: We have Pass restrictions on those trains where our capacity 
is such that we feel that the revenue passenger ought to have the first crack 


Mr. Gordon if he considers What effect or influence the curbing of ‘passes ORS ee 


at the available Space. We curbed pass privileges on the commuters. We _ 


charge C.N. employees half fare on the commuter trains. 


passes issued. : 
Mr. Gorpon: I think I have it here, or I should have. Yes, I have a state- 


ment here. Is there anything here which would get me in trouble if I _ 


released it? 
Mr. FRASER: I just wish to have the total. 


iS 


Mr. FRASER: Could the president give us this afternoon the number of si a 


oUSess 


Mr. Gorpon: Let me put it this way: there are outstanding as at December es 


31, 1958, 138,311 passes of which 44,225 were annual passes, and 91,500 were ‘. ag | 


what is known as long service passes. In addition to that, there were trip? 
Passes issued to a total of 241,706. These are passes given for one particular 


trip depending on the Service qualifications and so on. I think: that covers — 


it pretty well. 
The CHAIRMAN: Are there any further questions on Passengers? 
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Mr. SMALLWOOD: You will admit that this cancellation of the Super- 
Continental was really a “boob”, and that it cost the company thousands 
of dollars? 

Mr. GorDOoN: I do not know that I would admit that. But let me say 
first of all that the service never was cancelled. -It was only announced that 
we would cancel the service. I believe that the announcement had to be made 
before we could have analyzed the reaction to such a move. We would never 
have known what was involved in that service if we had not had the degree of 
reaction to which I referred. 

If you think it was an error in judgment, the answer is yes. I do not 
know if I would call it a “boob”. I do not know what that is; but it was a 
judgment taken on the basis of the information which we had. We decided 
to take it off for that reason. Does that cover the question fully? 


Mr. SMALLWOOD: Would you not lose a great deal of reservations to the 
Canadian Pacific because of the cancellation? 

Mr. Gorpon: No, no. I said that we were influenced by the reaction from 
the public that in respect to the long-term reservation period there might be 
cancellations based on this fact. 

Mr. SMALLWoop: Did you not have to pay? 

Mr. Gordon: Please let me finish. 

We did not realize that statements would be made along the line—do 
not ask me by whom—that the Canadian National Railways no longer had 
a first class service in western Canada. That was never true. It was never 
true. I saw some of the things referred to, but I cannot pinpoint them. I 
would say it was a matter of judgment. 

Mr. SMALLWOOD: Did you not have to pay for a new schedule? 

Mr. Gordon: It was revised before it went into effect. 

Mr. SMALLWooD: It cost you money to do it. 

Mr. GorDON: Yes, it cost us something. 

Mr. SMALLWOOD: I suggest that it cost you some $12,000. 


Mr. Gorpdon: If it did, you know more about it than I do, but I will be 
glad to check up on it. 


Mr. SmitH (Simcoe North): I would like to say that the people in Barrie 
and Orillia were very grateful to your continuing the Super-Continental last 
fall, and I am sure they responded accordingly in the way of providing you 
with traffic on that train, 


Mr. FISHER: I agree very definitely that the effect of this particular error 
has been to tone up the service and certainly to smarten up the railroaders. 
But the fear which I hear expressed now is that the next time it occurs, the 
two railroads will be acting together, in which event they will announce 
jointly the change in time, and that each of them is taking off one of those 
services, so they will definitely be put into effect. May I ask Mr. Gordon for 
his assurance that he is not considering it at this time? 

Mr. Gorpon: I would say that our policy in respect of passenger service 
generally is that we will continue trains as long as we see that they are 
patronized. We certainly will not give a guarantee for all time that passenger 


_ trains will be continued. It would depend on the circumstances. If the public 


support them, we would be glad to keep them on. 

Mr. Horner (Jasper-Edson): I would like to ask Mr. Gordon a couple of 
questions in regard to passenger service. I would like to know what his 
attitude is now towards dome cars and whether he agrees with one of his vice 
presidents that the scenery along the Canadian National Railways is not 
competitive with that of the Canadian Pacific? 
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Mr. Gorpon: I do not know to which statement you are referring. 

Mr. HorNER (Jasper-Edson): It was made to me personally. 

Mr. Gorpon: I think this would be the proper time for me to say, Mr. 
Chairman, that perhaps as a result of the intensification of interest that we 
took in the passenger service generally, over the last two years we have put 
in a great number of innovations in-an effort to pep up our passenger service. 
Those of you who have not got any money—and fortunately that does not 
apply to this group—if you have to borrow money to go by rail we now have a 
“go now and pay later” plan. People can borrow from two banks and pay for 
their passage at a later time. That shocks my earlier training, but nevertheless 
it seems to be a way of life nowadays and we are getting quite a response to it. 

We have also introduced extended credit card arrangements, family plans, 
package tours, various forms of reserved coach excursions; we introduced — 
the sale of reserved seats on coaches, and incentive fares of a one-day limit. 
Recently we have introduced tourist fares on various types of equipment. 
We also were the originators of permitting the conductor, after the train has 
left the station, to sell the empty sleeping accommodation on trains, based on 
the fact that it is distress merchandise. 

We have done a number of things for the purpose of enhancing the interest 
of people to travel on our passenger trains and I think we are getting some 
results. 


The CHAIRMAN: I do not know whether you should mention that to this 
group because you will have people getting on the train expecting to get 
accommodation. 

Mr. Gorpon: I am talking about upper berths, of course. We will be glad 
to welcome them in our upper berths on any of these trains. 

Mr. FisHerR: I do not feel I can leave this passenger situation without 
some statement on how the railway is going to tackle this commuter problem. 

Mr. Gorpon: Along what line? We have been tackling it in every way 
we can. 

Mr. FISHER: I imagine you must be looking to one thing, and that is cutting 
down on the number of people with passes. : 

Mr. GORDON: We have recently introduced in the commutation areas the 
discontinuation of all free passes for our own employees. It is now half fare; 
and for everybody else including the employees of other railways, it is full fare. 

Mr. FISHER: You have not done this yet in the Toronto area? 

Mr. Gorpon: I do not recall that we have. Yes, I am reminded now, 
I had forgotten. In all the commuter zones we have our employees on a: half 
fare basis. 

Mr. CATHERS: But you have not any commuter trains in Toronto? 

Mr. Gorpvon: I beg your pardon? 

Mr. CATHERS: Is that correct? 


Mr. Gorpon: It is certainly incorrect. We have very heavy commuter 
service along the Toronto-Hamilton line. Have you not heard of the Oakville 
delegation who had some comments on the conditions of our coaches? I stepped 
in and got it fixed up and received two congratulatory letters out of 500 
complaints. : 


Mr. FISHER: On this compensatory or non-compensatory basis question, 
commuter trains are even less compensatory than ordinary passenger services? 

Mr. GorDON: That is correct, yes sir. 

Mr. FISHER: We have a form of subsidization here of workers in~-the 
metropolitan area. How can we break through all the barriers here and get 
the damned thing straightened out? 
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Mr. Gorpon: If the Board of Transport Commissioners would release us 
from the obligation of running some of these services, that is one way. How- 
ever, I do not think it is as simple as that. The problem of the commuter service, 
as I have said on many occasions, is the problem of the peak load. It is the 
fact that we have all our traffic in a period of time of one or two hours in 
the morning and one or two hours in the evening. Part of our trouble there 
is with our labour agreements. We have not been able to have a specialized 
approach to the operation of that kind of service. 

I am not speaking critically, but that is one of the difficulties, to get them 
adjusted to the problem of peak loads. I agree it would be unfair to expect 
them to take it out on the labour force. The fact is however, that the labour 
force on these trains is there for long periods of time. We cannot use them 
all. The time they just have to be there. If we could solve the problem of 
the peak load, we could solve the problem of commuter service. 

Mr. CHEVRIER: What is the purpose of the application of the commuter 
application before the Board of Transport Commissioners? 


Mr. GorDON: We have no application before them now. 


Mr. CHEVRIER: Yes, there is an application to examine the commuter rates 
in the Montreal area. 


Mr. GORDON: Oh yes, I am sorry, my timing is wrong. I thought it had been 
dealt with. It is still before the board. I will tell you what I am confusing that 
with. That application was made at the same time as we put the employees on 
half fare and the fact that we had dealt with that part of it confused me for — 
a moment. The application is before the board and is due to be heard at their 
discretion. 


Mr. CHEVRIER: And what are you seeking in the application by way of an 
increase? 

Mr. Gorpon: The new tariffs were filed on February 19 to raise the com- 
muter fares. The increase will range between 17 and 37 per cent, effective 
March 15. At the present time there is no indication whether or not this 
increase will be granted or whether the board will allow some smaller increase. 


_ We put in of our own motion the increase for employees. 


Mr. CHEVRIER: What services does that include? 
Mr. Gordon: Mainly in Montreal and Toronto. 


Mr. CREAGHAN: What revenue do you anticipate by charging your employ- 
ees half fare on the commuter services? 


Mr. Gorpon: I do not know that we have a fixed figure to it. We will have 
to get it from experience. 

Mr. CREAGHAN: In the millions? 

Mr. Gorpon: Oh, no. 

Mr. CREAGHAN: Does it apply to all Canadian National employees across 
the country now? 

Mr. Gorpon: Yes, and on the Canadian Pacific Railway, they charge their 
employees half fare. 

Mr. CREAGHAN: I have a couple more questions. 

Mr. SmitH (Simcoe North): Only on commuter trains? 

Mr. Gorpon: Yes sir. This is on the theory that a commuter train is not 
really a regular passenger service; it is really a streetcar service. 


Mr. CREAGHAN: You have several applications pending before the board. 
I notice one in my riding; the service between Point du Chene and Moncton. 
It is patronized by Canadian National Railways’ commuters. There has been no 
judgment yet but have you put them on half fare because for many years— 
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Mr. Gorpon: That is a work train. 

Mr. CREAGHAN: Yes, what you call a shop train. 

Mr. GorDon: This one you have referred to was made before the board in 
June of 1958. It was an abandonment of the service in that case, not a matter 
of increasing or curtailing the service between Moncton and Point du Chene. 
The hearing was held on March 13, 1959 and we are now waiting for the 
judgment. 

Mr. CREAGHAN: What is the date of the half fare? 

Mr. Gorpon: It went into effect on March 1, 1959. 

Mr. CREAGHAN: Perhaps Mr. Dingle should answer this. Would you refer 
to that shop train as a commuter train? 

Mr. Gorpon: No. It would be a work train. 

Mr. CREAGHAN: Nothing applies there to anybody on that train? 

Mr. Gorpon: If we were to continue it, that would not be regarded as a 
commuter train. All the people who travel on it have passes, but we have alleged 
before the board that the patronage of the one passenger train in comparison 
with other transportation media has been practically negligible and that the 
train is not necessary for the service of the community generally. 


Mr. CREAGHAN: There is another question that has bothered me a little 


and that is when union officials are going to conferences they can get a special f 


pass to travel on a restricted train, by making application at a divisional office. 
I question whether or not you extend that same privilege to the officials of 
retired railway associations. I think it was brought to my attention at a conven- 
tion in Newfoundland last year that they could not get on a restricted train 
although they were retired Officials, rather than active officials in the associ- 
ation. 


Mr. Gorpon: I do not know the particular item to which you refer. Of 
course if they were long service employees they would have a pass in their own 
right. 


Mr. CREAGHAN: Not on restricted trains. 
Mr. GorpDon: No, not on the restricted trains. 


Mr. CREAGHAN: These were elderly citizens who had long service passes; 
but they could not go, for example, on the train between Truro and Sydney. 


Mr. Gorpon: I think they could if the space was available. The point, of 
course, is that under our pass conditions generally the pass-holder has to take 
second place in respect of the availability of equipment. If the revenue passen- 
gers have exhausted all the sleeping space available then the pass-holder 
cannot get space, 


Mr. CREAGHAN: My point, Mr. Gordon, is this. That really does not apply 
in the case of a railway union going to a convention in Montreal. He is allowed 
to get a special pass that permits him to pay for his ticket, the same as an 
ordinary person. You do not give that same privilege to a retired person, 
somebody belonging to the Canadian National Railways’ retirement association 
to go to an official and say, “I am going to a convention, may I get on a 
restricted train like an official labour man?” and I am suggesting— 


Mr. Gorpon: These restricted trains in your territory, I am not aware 
of what you are talking about. 

Mr. CREAGHAN: The restricted train in my territory is simply the Ocean 
Limited, primarily. 

Mr. Gorpon: Yes, but there are other trains on which I think this man 
to which you refer can travel. | 
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Mr. CREAGHAN: Yes, but if there is a convention of the labour union and 


the railway union in Montreal, the elected officials from the trade union, for 


example— 

Mr. Gordon: The active officials. 

Mr. CREAGHAN: Yes, —can go on the restricted train; and yet if there 
is a convention of the retired railway employees association the elected offi- 
cers cannot go on the restricted train. In other words, you make a distinc- 
tion between a working man and a retired official? 

Mr. GORDON: Oh, yes, I think that is fair enough. He cannot take the 
restricted train because our accommodation is limited. I think we have gone 
far enough when we say to the labour representative actively on duty, “We 
will give you preference,’ but there are other trains on which these men, 
you refer to, could travel perfectly adequately. 

Mr. CREAGHAN: It does not seem fair to me that you give this preference 
to younger employees and yet your lifetime officers, who are the elected 
officers going to a convention, cannot get as much as a younger man. 


The CHAIRMAN: The younger man pays, though. 
Mr. CREAGHAN: No, both are free. 


Mr. Gorpon: What you are referring to here, is a situation where we 
have given a preference in favour of the person who is working. That is 
what we are up against every time. When we give some concession to recog- 
nize the fact that the labour representative is a man who is actively on duty, 
then everybody wants the same thing. We cannot do it; we do not have the 
accommodation. I am saying now that it is not much of a hardship; there are 
other trains, the Scotian and others that are just as comfortable, and the 
retired man has more time than the active fellow. 


Mr. CREAGHAN: In other words, it is a question of policy? 
Mr. GORDON: Yes. 


Mr. Rosinson: Mr. Chairman, under paragraph 9, passenger cost, I might 
say in our district there are three lines serving Palmerston. Actually one 
line used to go to Wiarton, one line to Southampton and one to Kincardine, 
Over the last number of years, owing to insufficient business, there was an 
application to curtail the service and recently one of our present ministers 
has had occasion to speak about that in the House of Commons. Along the 
lines of our talk, if this accommodation was improved and-not left in such 
a lackadaisical way it would be given better use. We are glad to know the 
company has decided to put three railiners in that district. The announce- 
ment was made at Kincardine and Southampton that a railiner would leave 
there in the morning and come back at noon, another would leave from 
Palmerston into Owen Sound and out at noon again. We were quite happy 
about that, excepting we did not think that railiner should take in Owen 
Sound at all. We thought it should leave Wiarton. 

Recently there has been another change and the railiner now is going into 
Southampton at noon. The point I am trying to bring out, Mr. Chairman, 
is this, that as far as Owen Sound is concerned it is a curtailment of service 
and I was under the impression that any curtailment of service had to have 
the permission of the Board of Transport Commissioners. I do not know 
whether that has been done or not. 

Mr. Gorpon: I might correct you on that. That is not correct. We only 
need the Board of Transport Commissioners’ permission when it is an abandon- 
ment of service. We can curtail service on the basis of traffic. 


Mr. Ropinson: I could not understand it at all. What I am coming at is 


this, that if the company is interested in the passengers in the first liner, 


No. 9, then I can make a suggestion to them—to have one of these three 
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trains leave ‘Southampton, one leave Kincardine and one leave Wiarton, and 
leave Owen Sound out of it, for the simple reason that Owen Sound has 
a day-liner running out on the Canadian Pacific. If the Board of Transport 
Commissioners was on the job they would not have a repetition of service 
in one place when another place is begging for service. Those three districts, 
Kincardine, Southampton and Wiarton are three summer resort districts and 
I am certain the business those three liners would pick up would be bene- 
ficial to the company. 

Mr. CaTHERS: Mr. Chairman, may I ask Mr. Gordon if they have com- 
piled the value of those passes, in revenue? 

Mr. Gorpon: It is quite impossible. There is no way for us to know the 
extent to which they are used. We would be going to the extent of collect- 
ing useless statistics on it. The other point is, what would happen if passes 
were withdrawn? There are a lot of people who now travel, perhaps, be- 
cause they have a pass. If we took that pass away they would not travel. 
That is why there are certain restrictions on using passes. ‘Theoretically, and 
in some cases we enforce it, when the train is crowded the pass holder is 
expected to give up his seat to a revenue passenger. The revenue passenger 
has a priority right to occupy a seat on the train ahead of the pass holder. 
I do not know how often they enforce that, but there have been instances. 
There is no use trying to analyze the situation because you get nowhere. 

The CHAIRMAN: Many passes might not be used for three years? 

Mr. Gorpon: That is right. 

Mr. FIsHeR: The real significance of this indicates that the union has 
never tried to put a value on passes? 

Mr. Gorpon: No. 

Mr. CATHERS: For example, on employee passes, has there been any 
record of the value of those passes? 

Mr. Gorpon: No, that is what I am Saying, there is no way to evaluate 
them. 

Mr. CATHERS: In the case of employees and their families, some of those 
trip passes, do you not think, for instance, that should be reported as part of 
their compensation or income? For example, there is a discrimination in that. 
I am wondering whether in the experience of pass holders that is shown in 
their income. 

Mr. Gorpon: I do not know. 


Mr. CATHERS: A farmer in his income has to report produce used in the 
home as part of his income, or a grocer has to report the amount that is used 
off his shelves. Is it not the same thing? . 


Mr. Gorpon: No, I do not think so. I do not think the analogy is the same. 


Mr. SMITH (Simcoe North): You have to eat, but you do not have to use 
your railway pass? 

Mr. GorDON: Yes. The fact is that a railway pass holder wil] travel a 
lot less if he does not have a pass. 

Mr. Horner: (Jasper-Edson): I would like to get back to the Super- 
Continental again. This is the major train in northern Alberta and we are 
quite concerned that it should be a first-class train. That was one of the 
reasons I asked about the dome car, and I still have not an answer to that 
one, because there are a number of people from northern Alberta going down 
to Calgary to get the Canadian both west and east, which is a fantastic 
situation as far as I am concerned, particularly when everybody knows that 
the scenery through Jasper is much better than it is down south. There have | 
been certain suggestions made to me by railway employees with regard to 
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this thing. I have travelled both by Canadaian National and Canadian Pacific 
from here to Edmonton on several occasions and personally I think they are 
quite an asset to a passenger train. 

The other thing I think is an asset is to change the colour of the Super- 
Continental. Just as a mere suggestion I would suggest that you paint it gold. 

Mr. Gorpon: I have been reproached for not answering that question on 
the dome car. I would be glad to answer it. I have explained this before. 

Mr. HORNER (Jasper-Edson): I was wondering whether you had changed 
your mind. 


Mr. Gorpon: I certainly would not change my mind now. But if I had to 
do this all over again, I do not know. The point is that on advice of our 
traffic officers at the time, we embarked on the purchase of our equipment 
back in 1954. We came to the conclusion that there had to be a substantial 
expenditure in the rehabilitation of passenger equipment. There has been no 
substantial amount of passenger equipment purchased for something like 
twenty years, and we had to come forward with a budget item of some $50 
million to bolster up our passenger service. We came to the conclusion we 
would be better off to spread that $50 million as widely as possible, and we 
did not feel that the dome car had enough traffic potential to justify the 
expenditure. Remember, the dome car is not an earning car, it is a super- 
numerary car on the train. You will never determine whether the Canadian 
Pacific Railways gets more passengers on the train, by reason of the dome, 
than we do. I do not know. It is one more item they have for sale. We have 
different items in our price, and so on, but they are not necessarily the same. 

Your point about passengers travelling between Calgary and Edmonton; 
I was interested in that point and looked into it when I was out west. There 
are passengers travelling both ways. There are passengers who like to go out 
one way on the Canadian Pacific and back the other way on the Canadian 
National. They have a chance to see both the attractive scenery of Jasper 
and anything else that may be left. 

Mr. KENNEDY: I was wondering if Mr. Gordon could advise us if he has 
business or V.I.P. cars? 

Mr. GorDON: Yes, we have. We have directors’ specials which we will 
make available to groups of people who may be travelling to directors’ meet- 
ings or annual meetings of shareholders; and they are available to any group 
at standard tariff rates for the purpose. We have six or eight. They are all 
named. I can give you the names of them. 

Mr. KENNEDY: I do not want the names. I was just wondering what they cost 
on the average. 


Mr. Gorpon: Oh, they would run about $235,000. 

Mr. KENNEDY: Are they capable of retiring the costs in terms of the support 
they are given? 

Mr. Gorpon: They are proving reasonably profitable. We feel they are a 
good investment, yes. 

‘Mr. KENNEDY: How many of those six have been built in the last few 
years, say, five years? 

Mr. Gorpon: I do not think we have had any built in the last five years. 
There were two added in the 1954 expansion. 


Mr. DrysDALE: Mr. Gordon, on the question of passenger revenue, I noticed 
you do not have a figure account-wise, but have you any idea as to what losses, 
if any, the passenger service is making? 


Mr. Gorpon: That is the $64 question I was hoping would not be asked. 
Mr. DRYSDALE: Sorry. oi ie gear 
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Mr. Gorpon: Because there are again all sorts of different approaches to 


this question. What is often used is what is called the I.C.C. formula, which is 
the formula adopted by the Interstate Commerce Commission of the United 
States and is often applied to the passenger business. On that basis our passenger 
deficit would run about $89 million last year. 

I do not agree with the formula. I think it is too bare a formula and does not 
take into account related considerations. On our own analysis—we have been 
trying to determine this question ourselves by a much different analysis of 


everything that goes into our passenger business—and after getting it down komm 


what might be termed a bare out-of-pocket expense, We figured our passenger 
deficit last year ran about $38 million. Saal 

Somewhere around that level lies the truth, but we now have commenced 
to overcome the great dearth of statistics in regard to the actual results of our 
passenger business. We have this year and last year, by reason of improved 
data processing devices, had better statistics than we ever had. 

Mr. DRYSDALE: From the revenue viewpoint, then, would you say the trend 
is eventually for all freight as far as the railway is concerned, with gradually 


getting rid of the passenger service; in other words, taken on the present service, © 


if you deducted the passenger service you would have a profit? 


Mr. Gorpon: I do not want to get into predictions on the passenger opera- 
tion. I did last year and got into trouble. Forecasting always gets me in trouble. I 


am not a very good prophet! The fact is, we are quite prepared to continue the — 


passenger business as long as there is economic justification for us so to do. We 
are intensifying our efforts in an attempt to keep passenger business, sprucing 
it up and seeing to what extent the public will support and help the effort. If 
the public responds to that effort we will stay in the passenger business; but 
obviously if the public does not want it then there is no satisfaction in keeping 
the trains. 

Mr. DRYSDALE: In reality, then, this is rendered as a public service, to 
promote good public relations? 

Mr. GorRDON: Some of our passenger business is profitable business. Our 
main lines generally, I would say, would pay the costs. There are a number of 
trains in various areas which provide a mixed service. Those are runs that 
are often candidates for abandonment and we have every one under investiga- 


tion. We intend to make applications for abandonment wherever we can make — 


the situation stand up under that kind of analysis. 

Mr. Rosinson: This is along that line. When that happens will you remove 
from your signs, “The Canadian National Railways serves all Canada’? p 

Mr. SMALLWooD: Would you say the service provided at present by your 
passenger service personnel was as good as it might be? 

Mr. Gorpon: You are working with human beings. We have given our 
reservation personnel— 


Mr. SMALLWoopD: I say you are not in very close contact with it. We say 
you should investigate it. It is very inefficient and driving business off our 
main lines. 

Mr. Gorpon: This is the sort of statement, Mr. Chairman—It is not a 
question, but a statement—made quite frequently to us of the Canadian 
National, and it is a statement made without support, and which has a 
detrimental effect on the interests of the Canadian National Railways. 


The CHAIRMAN: I was going to mention before that I think this is an 
examining committee and I think we should continue as far as possible our 
procedure of questioning, because it is not a committee to tell the president 
or the Canadian National Railways management how to run a railroad; it is 
a committee to find out how they are running the railroad. . 
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z Sito > Mr. SMALLWwoopb: Well, I think the Canadian National management are 
= broad-minded enough to take suggestions. 


ie ot das The CHAIRMAN: I think they are. I think as a committee we should be 

aan broad-minded enough to keep it on the rails. We should ask questions rather 

. than make statements, except within a reasonable latitude, and I think we 
have had wide latitude in that regard. 


| oy Mr. FISHER: I want Mr. Smallwood to have his point here, because my 
experience has been very much as his was, and I want to see him take it up. 


Mr. SMALLWooD: I travel these trains and I would like to give a couple 
of examples and ask that he would investigate the situation. Last summer a 
couple of members of parliament tried to get reservations from Ottawa on the 
Super-Continental and could not get them. We investigated and found there 
were empty compartments out of Ottawa. We had to take the Canadian 
Pacific to get in. 

On another occasion a family pureheees a compartment and when they 
arrived at Winnipeg they were put out of it. It had already been sold in Win- 
nipeg. I have heard that family say, “This is the last time I will ever ride 
Canadian National.” These are just instances. 


Mr. Gorpon: I certainly regret if you found that case on the Canadian 
National; but you will have the same experience in any transport business— 
no matter whether bus, air lines or train. You will have, for example, the 
a ‘Tom foolishness” on the part of human beings. 
er Item No. 2—it is also the case that this business of reservations is one of 
the headaches of transportation. People will ask for reservations on the tele- 
‘phone, and then do not show up; and nine times out of ten when we cancel 
reservations and sell them to somebody else the fellow turns up two minutes 
Saas before train time and raises merry hell because he has not got any 
transportation. 
All I am suggesting to you is, in the first place is that, we are no worse 
than anybody else. Secondly, when you say I do not know what is going on, I 
deny it. There have been intensive examinations of our whole reservation 
procedure, with the result that over the last twelve months we have done 
: -. considerably, better than we did before, on these things we are talking about. 
ae I will say this in regard to the passenger business, I think there has been a 
definite improvement in that respect. We have embarked on training programs 
with individual ticket clerks, and, put them through courses on how to handle 
the public. We have had the Bell Telephone personnel in to examine our 
telephone answering techniques. We have had training schools to instruct our 
people, and we have instituted a number of new procedures. On the second 
point I would like to remove that blot from my escutcheon, because I know 
. what is going on. : 
oe Mr. BRASSARD (Lapointe): Mr. Chairman, I realize that my question has 
3 reference to a particular area, but I wonder if Mr. Gordon would be so kind 
as to give us the operation of the Montreal-Chicoutimi run revenue-wise? 
: Mr. Gorpvon: I do not have the figure, but I would say offhand it is not 
aes good. 
Mr. CREAGHAN: I have a couple of questions on the same subject. 
2 The CHAIRMAN: Would you make them short? I was figuring we might 
eX rise at 12.30. 
Mr. FISHER: Well, it is 12.30 now, let us rise. 


iets The CHAIRMAN: Just before we rise, I think notices went out for 3.30. 
--~——s Would it be satisfactory to meet at 3.00 o’clock? 

a ee Mr. CREAGHAN: After the orders of the day or 3.30, whichever shall first 
* + “~~ 9ccur. 
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The CHAIRMAN: Very well. Mr. Gordon says he will be 
Mr. FISHER: If I am going to stay until the orders of the 
come back here and find you have gone past “passenger,” I ha 


questions. of eae 
Mr. CATHERS: Mr. Chairman, I am not a member and I asked 
tions. Have I permission to ask questions? oe 


Mr. FISHER: He certainly has not. He got in here and express 

labour sentiment. He is not on the committee. some 
The CHAIRMAN: We need somebody like that to make up 

Mr. Fisher. We meet this afternoon. wee eee 


AFTERNOON MEETING : 


TUESDAY, May 5s ! 


The CHAIRMAN: Will you please come to order, gentlemen. Before . 
proceed, in order that notices may go out for the meeting tomorrow, gi 
there is a great shortage of rooms in which to meet, evidently. Mr. 
the clerk of the committee is trying to arrange for us to have this roor 
morning. Is it your desire that we meet in the morning, and if so, |; 
time? Would nine o’clock be too early? Ae ee 

Mr. BRooME: If we meet at nine o’clock we could get all 
before 10.45. as 


Mr. FISHER: Is there any chance of adjourning to 11 o'clock? ° ere 
another special committee sitting at 9.30, in which a number of us are grea 


interested. Phe 
The CHAIRMAN: What about our caucus at 11 o’clock. 
Mr. BROOME: We will have to sit tonight. 


The CHAIRMAN: What is your pleasure gentlemen? 
tonight than after 11 o’clock tomorrow morning? > 


and eleven. 


The CuairMan: Is that satisfactory? Contrary, if any? Agreed. 
Then we shall sit tonight and again tomorrow morning from nine to e 
and tomorrow afternoon, following the orders of the day until eveni 
presume. You do not want to sit on Wednesday night? Reni 
Mr. FISHER: No, leave us a few privileges, 


Mr. BROOME: We may have to, in order to clear up. 
The CHAIRMAN: I do not know. Very well, we will s 
notices out for eight o’clock to 9.45 tonight, 
morning, and after the orders of the da 


but not tomorrow at night. 
Mr. Broome: Unless it is necessary. 
The CHAIRMAN: We can alwa 


= 


o find out, under 1 
ation rather than to 


7S 


nN the railroad. — pte oe: 


} 
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: There is a certain amount of leeway, and I know that Mr. Gordon is very 
anxious to get a lot of advice; but I suggest for the purpose of making progress 
we try to confine it as much as possible to inquiries, rather than to giving them 
a lot of advice free gratis. 

Mr. FisHeR: May I ask a straight factual question to start with. I hope 
all my questions are of that kind. Did the railway make any progress last 
year in keeping passenger schedules on time? Last year you made the point 
that with the shortening of the time, it became more and more dilifficult to 
keep them up. Have you any indication which would point to your record 
of accomplishment in that particular regard? 


Mr. GorDON: Yes, I have. some information on that. The March to 
November season 1958, which is the summer season, showed that on time 
performance—was 84.1 per cent as against 77.8 per cent for the year before. 
For December to February, the winter season, 1956-57, the figures showed 
43.3 per cent, and in the 1957-58 season the figures showed 78.2 per cent, 
which was a very substantial improvement in that season. 

Of course I would point out that our winter performance is dependent very 
much-on the weather. It is hard to make comparisons as to relative per- 
formance without qualifying it with the conditions of the weather during the 
winter season. 

Mr. FISHER: This past winter was a very bad one. 


Mr. GorRDON: Nevertheless our overall picture shows a substantial im- 
provement. 


The CHAIRMAN: Are there any other questions? 


Mr. FISHER: Yes; I want to ask a question with regard to wrecks, derail- 
ments and things like that. I am not asking for specific examples or figures, 
but I have encountered concern along the railway that because of changes in 
the maintenance of way activities, and that sort of thing, there has been a 
substantial increase in this sort of accident. I wondered if you had any 
figures which would lay that ghost. . 

Mr. Gordon: Would you like to comment on the general question of the 
safety record, Mr. Dingle. 

Mr. S. F. DINGLE (Vice president of operations, Canadian National Rail- 
ways): I take it you are referring more or less to the broken rail situation? 

Mr. FISHER: Yes. 


Mr. DINGLE: Well, in a normal year— you may see this chart some time— 
we have something in the neighbourhood of 30,000 broken rails. But in 1958 
we had 17 derailments because of broken rails, and that is all. 

As to failures, they were detected either by visual means or by the Sperry 
car, or by audio. There has been no deterioration in that respect. Each year 
we have our share of difficulties, of course, with that type of accident. However, 
I think our record is very good when you consider that we have had only 17 
broken rails which caused derailments out of over 30,000 broken rails in the 
year. 

Mr. FISHER: There is no pattern of deterioration? 

Mr. DINGLE: None whatsoever. 


Mr. Gorpon: I might add that I have before me a sheet showing our 
collision record. In the 1957 year our collisions of all classes were 171. In 
1958 however they were reduced to 125. These collisions generally arose from 
breaking the rules, such as improper fiagging, the violation of orders for meets 
and are the sort of hazards we find in the railroad business. But there has 
been year by year an improvement in that respect and I think the figures 
show that 1958 was substantially better than 1957. 
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Mr. FisHer: Are there indications that where you have cen 1 


control that type of accident disappears? - ; See 
Mr. Gorpon: I will not say that they disappear, but nevertheles 
is a very substantial improvement. The kind of accidents we have on 
traffic control territory has always been a great puzzle to us. ‘They usu 
bad accidents when they do happen. We have not been able absolu 
determine the sort of human failure that causes them. It means this: 
accident which happens on central traffic control territory, the engine 
gone against a red light. a oa eee 
Mr. FIsHER: You do not have any failure on the part of the a 
dispatcher? rae 
Mr. Gorpon: No sir. 
Mr. FISHER: It is not possibe at all? : Dee 
Mr. GorDon: You have to keep in mind that under central traffic « 
the dispatcher cannot make a mistake. He cannot set up two trains ag 
each other. It is impossible. So the only kind of accident that can happ - 
that respect is when the engineman moves contrary to the signal indicatio: 
Am I correct Mr. Dingle? aie cage 8 
Mr. Dincie: That is right. . Be 


Mr. FISHER: Have you any indication that the safety factor is part of the 
psychology of people who use the passenger service on the railway? aa - 
Mr, Gordon: Well, you are talking of the psychological state of the | 
individual? : | tw ae. 
Mr. FisHER: Yes; is the safety factor of the railway or its reputed safe 
factor a deterrent or a help in attracting passengers? eee 
Mr. GorDon: You are thinking now of the passenger end? | = = eee 
Mr. FISHER: Yes. 2 gna eee ea 


Mr. GoRDON: Yes, indeed. Mr. Wright was just reminding me Of es 
survey we made through our public relations department. We made quite a | 
number of what we call motivational surveys and they have proven con- 
clusively that quite a number of people will record their feeling that the safety = 
of railway transportation is what encourages them to travel by rail. We have 
never, as a matter of policy, featured the point. Perhaps it is superstition, I do 
not know, but it is a tradition in the transportation business that any one type 
of transportation will not point a finger at the safety record of the other. It ise 
not considered good ethics. eer a 

Mr. FISHER: I have brought this up because I have noticed some of your — oe a 
advertising would seem to play it up in so far as freight traffic is concerned, = 3 

Mr. Gorpon: There is a subtlety in it, I hope. A ae 

Mr. DRYSDALE: When did you introduce the centralized traffic control? = 


Mr. Gorpon: Early in the war years. It was early in the war years.” Baur 
between Moncton and Halifax. ede ate 

Mr. DRYSDALE: What is the difference between that and the block system? 
I believe the block system is used by the Canadian Pacific Railway mainly? > 

Mr. Gorvon: Well, I will let Mr. Dingle deal with that. ae ea, 

Mr. DINGLE: They call it a permissive block and the signals are set by the 
train in a block, whereas with C.T.C. the signals are controlled by the train 
controller. This gives us much more flexibility in our train Operation and is 
safer, in our opinion. . inte 


Mr. DRYSDALE: The block system is automatic, whereas the C.T.C. is non- 
intervention, shall we say? 
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Mr. DINGLE: Yes; the automatic black system is activated by the train as 
it runs. } 

Mr. CaATHERS: Mr. Gordon, you mentioned earlier this deferred payment 
plan for passengers. Have you made any estimate of what that is going to 
cost the Canadian National Railways? 
| 3 Mr. Gorpon: It is too early yet about the acceptance of the plan. We 
4 ~ cannot really tell. We have just introduced it and it will depend on the actual 

operation. We have got some ideas on the mechanics of it but I think we will 
have to wait for some experience to obtain more figures. 7 . 

Mr. CatTHERS: Do you think it was a good idea to introduce that, with 

your Scottish background? 

Mr. Gorpon: If I were to run the railway and just make my business 
judgments on the matter of personal prejudice, there are a lot of things I 
would not do. This is becoming a way of life in the community and if it 
will bring more business I am perfectly willing to swallow any qualms I 
may have. There is no cost to the railway, the banks take the loan risk. 
The agreement we have with the banks is that an application form is made 
out, sent in to the bank and the bank then makes the loan to the individual. 
‘They are responsible for the collection of it. 

Mr. CaTHERS: I am glad to hear that. 

Mr. Gorpon: I have seen to that; there is no doubt about that. 


sp ST gente oe Mr. FISHER: May I make a motion that Mr. Cathers be allowed to ask 
--———s questions, as he is not a member? 
Mr. DRYSDALE: I will second that motion, in spite of my better judgment. 
The CHAIRMAN: Moved by Mr. Fisher, seconded by Mr. Drysdale. What 
is your pleasure, that we allow Mr. Cathers to ask questions although he is 
- not a member of the committee. 


~ 


S— 


Motion agreed to. 


The CHAIRMAN: Mr. Fisher, you had a question then? 


es Mr. FISHER: I do not know whether you are aware there have been 
i several examples following wrecks, Mr. Gordon, where information has been 
sent to me. I have spoken of it to Mr. Kyle, who is vice-president, central 
region, and he said if this information ever came into the public domain 
there would be openings for libel suits. On wrecks such as the Kashabowie 
subdivision I was flooded with all sorts of horrendous tales. On the other. 
hand many thing have been misrepresented. Is there any way that the 
railroad can move more quickly to get the correct explanation as to cause 
and the other factors involved in these wrecks or derailments, or whatever 
the cause may be in the area where they took place, and clamp down on them? 


Mr. Gorpon: I think we do the best we can. We do not always 

Aas know, ourselves. We make the most meticulous examination of causes of 
-accidents. For instance, the wreck we had between Ottawa and Montreal, 

we assumed to be a broken rail. The actual evidence we were able to secure 

was that there was a very marked change in the temperature over a period 

. of two days. However, we could not examine that break, as we were not 
able to recover the pieces of the rail at that time because they were buried in 

deep snow. We could not tell by scientific analysis whether the rail had 

broken under that train or before that train had come to it. It is very hard 

to decide this but we make a very intensive examination of all causes of 

wrecks. The Board of Transport Commissioners also make a close examina- 

tion. We do not like to jump to conclusions as to cause. If they are obvious, 
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then we will state it as quickly as we can; but this expres i 
is a general expression and it is important to us what has cause 
We cannot always tell that. , ee 
Mr. CHEVRIER: What is the relative number of percentage of | 
per miles travelled on the Canadian National Railways and ho 
compare with American railways, for instance? . 


Mr. Gordon: Let me see, I should have that. The only fi 


Statistics that show .014 passengers killed and 1.579 injured, w h 

is a very, very low record indeed; and on the Canadian Pacific Rail 

the same period per 100 million passenger miles their record is 035-3 

higher in the matter of killed, and 1.265 injured which compar 1S 

figure of 1.57. So we are practically about the same. SO ees 

I do not have immediately before me the record on the Uni Ss 

memory—and I am reasonably 

right—our record is noticeably better. | petra 
Mr. FISHER: You have not got the figures there for air? re 

Mr. Gorpon: No, I do not have those before me. re meat 

Mr. Fraser: Mr. Chairman, Mr. Gordon mentioned that th 

Transport Commissioners also investigated. Have they g 

Mr. Gorpon: Yes, indeed 


called repo 
cidents. Now, you have to watch your definitions again. — Just an 
mishap on that basis It is not a violation of the - 
Many things come along, such as sideswip C 
many of these things have to be carefully reported to the Board Oo 
Commissioners, who keep a strict check on them. eee 


Mr. CHEVRIER: And is it mot <4. re 
Commissioners that whe 
slow down for a period? 


Mr. Gorpon: Wes;isiry tha 


gulation of the Board. 
re a fatal accident takes place, all trai 


t has been our experience wherever 


& there is a. slow order put on at t 
Commissioners has s ; 


oe 
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Mr. DINGLE: That is it exactly. 
Mr. CROUSE: soe I ask a question although I am not a member of this 


committee? 


The CHAIRMAN: Agreed. 

Mr. FisHER: Is it on the same line, because I wanted to follow this partic- 
ular line? 

Mr. Crouse: What line are you discussing at the moment? 

Mr. FISHER: This question of firemen. 

Mr. Crouse: No, it is not. 

Mr. FISHER: What about the helper who is on the diesels looking after the 
motive power aspect of it? That is, your diesel technician? 

Mr. Gorpon: I do not exactly identify what you mean. The locomotive 
engineer is in charge of the diesel. 

Mr. FIsHER: I do not know about the Canadian Pacific, but on the Cana- 
dian National there is a man in the units, when you have more than one unit. 
I do not know what his role is. 

Mr. GORDON: That must be the head end brakeman, is that not right, Mr. 
Dingle? 

Mr. DINGLE: It could be the fireman or engineer. 

Mr. Gorpon: Are you talking passenger service now? 

Mr. FISHER: Yes. 

Mr. GORDON: Well, the staff of a passenger train is the engineman, fireman 
on the cab, then we have trainmen on the passenger train, and the conductor; 
and that is your crew. 

Mr. CREAGHAN: Sometimes you see freights with three or four diesels in 
front of them. I understand just the front one has a crew in it? 

Mr. GORDON: That is right. 

Mr. CREAGHAN: The other three are operative? 

Mr. GORDON: Yes, they are all synchronized with the first one and it is a 
matter of increasing the amount of power, that is all. 

Mr. CREAGHAN: In the case of a freight train where you say you are always 
going to have two if it is doing what you call road work, and if it has as many 
as three engines, is the fireman in that case a trained operator in any way; 
in other words, can he take over the engine in the case of emergency? 

Mr. Gorpon: As a matter of interest, in the early days of diesel operation 
there was probably some reason for having some technicians who could do 
some repair work on the road, in cases of breakdowns. With the development 
of the modern diesel locomotive, we do not want anybody to touch them. If 
it breaks down, leave it alone. We would rather send out and haul it back. 
It is a very, very expensive piece of machinery, and tinkering around with it 
on the road is liable to cost us a great deal of money. It is much cheaper to 
go down and get it and bring it into our shop. 

Mr. CREAGHAN: I mean could he take over the operation of the train, not 
the maintenance of it? 

Mr. DINGLE: In many cases, yes. Some of them are not engineers but 
firemen. In that case they are not necessarily, proficient. 

Mr. CREAGHAN: Is there any trend to make them all more or less assume 
operation? 

Mr. DincueE: Their right of promotion is to engineer. 
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Mr. Gorpon: Promotion under our agreement with the firemen 18 (Osa 


engineer. Now, if traffic declines to the point that we do not need the number 
of engineers who are available, then that engineer can step back into his fire- 
man’s classification so that in any given case you may very well have two > 
qualified engineers in the cab. It depends on circumstances. 

Mr. CREAGHAN: Is not that the actual goal eventually, to have a qualified | 
assistant there in case of emergency? 

Mr. Gorpon: I am careful about these terms because they are jealously 
Surveyed by our union representatives, so I do not want to be drawn into a 
hair-splitting definition. As a generalization and not entirely 100 per cent, 
the tendency would be along the lines you mention. 

Mr. Dryspaue: In that case Mr. Creaghan is thinking of, I have not been _ 
in a diesel cab so I have no knowledge of what the fireman would do. Is 
there not a dead-man control; supposing the engineer dropped dead, does the 
train automatically stop? : 

Mr. Gorpon: That is what we have in mind, and we started on a program 
two years ago to install dead-man controls. 

Mr. DINGLE: We have ion ali Passenger diesels and will on al] freight 
diesels 1200 horsepower or more. When this firemen’s case came in we 
Started to put them on all road and Switching power. ; 

Mr. DryspaLe: With respect to the apportioning of firemen, how does 


your apprenticeship go in the future? Do you just become a fireman first and 
then become an engineer? a 


firemen in service and all those 3,400 firemen are entitled under the agree- 


pension. The hormal promotion route will be to engineer. Some years from 
how when we pretty well run out of firemen we will start a training program 


Mr. DRYSDALE: Actually, what you will be doing js you will have firemen, 
but semantically you will not have the nomenclature of firemen? 


Mr. Gorpon: Yes, now it js an emotional term rather than a strict cne, 
because there are no real fireman’s duties left. 

Mr. Fisurr: One of the recommendations of the conciliation board was 
that for the duration of the forthcoming agreement firemen will not be 


removed from passenger and freight diesels. Has that been written into the 
new agreement? : 


Mr. Gorpon: Yes, sir. 


Mr. Fisyer: So it is quite bossible that this matter of the firemen in 
Passenger locomotives may be adjusted in the next agreement or you may 
have found a solution? | 


Mr. Gorpon: It will be a matter of adjustment at that time. 
Mr. Frsurr: And these agreements are for three years? 


Mr. Gorpon: This particular agreement is for three years. That does not 
get away from the obligation which we have at the time and written into the ~ 


__ Mr. Cuowwn: As to the agreement with your firemen, is that on all fours 
with the agreement the Canadian Pacific made with their firemen? 
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Me: Gorpon: Yes, it is. If there are any differences at all, they will be 
uae chek very minor character. But in principle, they are exactly the same. 
ire Cee _ Mr. FisHer: May I ask another question in relation to passenger service? 
You have made a number of changes in where you keep your auxiliaries or 
your hooks in relation to wrecks, and that sort of thing? 
Mr. GORDON: Yes. . 


Mr. FisHer: In respect of these changes in disposition, are you perfectly 
~ satisfied that there is no possibility of a late arrival or too late arrival of such 
_ facilities at the scene of a bad wreck? 
Mr. Gorpon: Well, that is the basis of our study, of course. Our whole 
‘ - object is to put all our “wrecking facilities” at the most convenient point, to 
get there in the fastest possible time. But again, that is an operating matter 

and I think Mr. Dingle could speak to it. 
poe, Mr. DIncLE: We try to place our auxiliaries, Mr. Fisher, at points most 
_-——- suited to the needs. You are probably referring to the Port Arthur auxiliary? 
“>. * Mr. Fisuer: Yes. ' 
co s us _ Mr. Dincte: We have moved it to Neebing because we find 75 or 80 per 
ve ']-.-- =cent of ‘the time the need. was west rather than east. 
Bete a Mr. FISHER: What about the auxiliaries between, let us say, Winnipeg and 
eS _Capreol? — I understand you have fewer of them now on that stretch? 

Mr. DiIncLE: No, I am not aware that we have fewer. I do not think there 
has been any change there, to my knowledge. 

Mr. Gorpon: It is exactly the same with the maritimes. To arrive at the 
main points of the line, we study all the changes in operation, the availability 
of diesels and so on in order to get this expensive equipment into place where 
we can get to the point of action fastest. 

Mr. FisHer: Of course there has been a cutdown in the number of 
auxiliaries you are using? 

? Mr. DInGLE: I cannot recall that there is, Mr. Fisher. : should have to 
check on that, but I do not think there has been. 

Mr. Gorpon: I am certainly not aware of it. 

Mr. CHEVRIER: To what extent have you dieselized on the system? 

Mr. Gorpon: I have the figure right here. I think it is shown in the report. 

re Mr. CREAGHAN: There is a section on it. 
He ~The CHAIRMAN: There is a section on dieselization. 
| Mr. CREAGHAN: On page 13. 3 
The CHAIRMAN: I think we should deal with that when we come to it, 
Mr. Chevrier. 


Mr. CHEVRIER: Fine, thank you. 
The CHAIRMAN: Any other questions on passenger? 


Mr. FIsHER: In the first quarter of this ‘year, have you an indication that 
: passenger traffic is up from last year, Mr. Gordon? 


Mr. Gorpon: My recollection is that it is slightly up. The figures I have 
here are up to the end of April, and they show that the actual income from our 
oa passenger business is within half a million dollars of last year. 


Mr. CroussE: This is a question on the passenger service. There have been 
some preliminary tests made by the C.N.R. along the south shore of Nova 
Scotia, between Halifax, Mahone Bay, Bridgewater, Liverpool and Shelburne 

in regard to the ‘possibility of extending a rail line service to these areas. 
I am wondering if the President of the C.N.R. could advise as to the results of 
these tests and what plans, if any, have been made to inaugurate this service. 
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Mr. GORDON: We have been making tests, as you say, down through that 
area. I have the particulars here. Perhaps I had better deal with this generally. 
We now have five oil-electric and 27 Budd cars in revenue passenger 


service. I can spell these services out for you, if you wish. Do you want to | 


know them? Is there one particular point in which you are interested? 
Mr. Crouse: One particular point. 
The CHAIRMAN: Where was it? 


Mr. CrousE: From Halifax to Mahone Bay, Bridgewater, Liverpool and 
Shelburne, and return. 


Mr. GoRDON: We have not come to a conclusion about that yet. The report 


came to my desk about two or three weeks ago. We are doubtful that it will 


measure up; but we have not come to a decision yet. 
The CHarrMaN: Are there any other questions on the passenger aspect? 


Mr. FIsHER: You have not reopened consideration of putting a rail line 
in from Port Arthur to Hornepayne? I know you have a bus service. 
Mr. GoRDON: We have a bus service there. You mean the one going ou 
from Longlac? | 
Mr. FISHER: Yes. 


Mr. GoRDON: We think that that bus service is a better thing, from our 


point of view, than the Budd car, . 

Mr. CHEVRIER: Going back to the question asked a moment ago: is the 
C.N.R. making a study of transportation problems in the Atlantic provinces? 

Mr. Gorpon: Did you have in mind the general question of the com- 
mittee? 

Mr. CHEVRIER: Yes. 

Mr. GoRDON: We are in collaboration with the Department of Transport: 
it is their committee. We have no member on the committee as such, but we 


have been involved in providing information and giving them assistance on 
call. 


Mr. CHEvRIER: Is the committee active? Have you been making recom- 


mendations or suggestions? 


Mr. Gorpon: I could not say whether or not the committee is active, 
because we do not attend every meeting; we just deal with specific points 
when we are invited by the committee to give assistance. But if the minister 
were here, he could say, I presume, whether or not the committee is active. 


Mr. CHEVRIER: Have you any knowledge as to Whether any additional _ 


Mr. GorDon: I have no such knowledge. If you are including in that the 
question of the N ewfoundland service— 


Mr. CHEVRIER: Yes. 


Mr. Gorpon: —we have, of course, made recommendations in respect _ 


of certain ships there, if that is what you have in mind. 
Mr. CHEVRIER: Indeed I have. Could you tell us what they are? 


Mr. CHEvRIER: Are these ships being built by the Canadian National? 


Mr. GorDON: We are not looking after that: it is the government, the 
Department of Transport, that is responsible for calling for tenders, 


Mr. CHEVRIER: That is what I wanted to know. 
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Mr. SmitH (Simcoe North): Two of them are about to be constructed 
now, are they not? 7 
Mr. GorDON: Two were delivered. 
Mr. SMITH (Simcoe North): Two are under tender now? 
Mr. GorDon: Yes. 3 
Mr. MontveEITH: It was mentioned this morning that there was— 
Mr. GORDON: Excuse me a moment. There might be an item here on which 


there has been misinformation. There were four ships that we did talk to the 


government about as being necessary for the Newfoundland service; but 
before that, two new ships were put in service about 1956. 

Mr. CHEVRIER: That is on the coastal service? 

-Mr. Gorpon: That is the ‘‘Nonia”’ and the ‘‘Bonavista”’. They went into 
coastal service. The four ships we have since recommended are in the hands 
of the Department of Transport, and we have provided one of our men to 
assist them in the specifications, and so on, of these four ships. 

Mr. CHEVRIER: To what service are they to be assigned? 

Mr. Gorpvon: They will be assigned as follows: There will be a new 
passenger and cargo vessel replacing the “Burin” in the Placentia Bay service. 
There will be two new passenger and cargo vessels replacing the “Clarenville” 
and the ‘“Trepassey”, and a new passenger and cargo ship to serve as a 


general utility vessel and standby on all coastal services. 


We found, from experience, that in order to keep these ships in operation, 


it was wise to have one as a standby in case of damage, repairs and one 


thing and another. Those are the four ships I have made reference to. 

Mr. CREAGHAN: While we are talking about boats, Mr. Chairman: is there 
any policy of the railway at the present time to increase the passenger 
service between New Brunswick and Prince Edward Island? 

Mr. Gorpon: I am sorry;.I missed the first part of your question. 

Mr. CREAGHAN: Is there any policy that you could mention today towards 
increasing the railway service by boat between New Brunswick and Prince 
mies Island? The Prince Edward Island members are very concerned 
about it. 


Mr. Gorpon: Only in this respect, that there were discussions over the 


last few weeks in regard to improving the carrying capacity of the “Scotia IT’, 


and there is a program afoot now to put that ship in shape to take automobiles 
which it cannot do now. 


Mr. CREAGHAN: In other words, it would supplement the existing three 
boats? . 


Mr. Gorpon: It would add to the capacity of that ship. 


Mr. CHEvRIER: Has the C.N.R. made any studies in connection with the 
construction of the causeway from the mainland? 

Mr. Gorpon: No, we have made no definite studies on that. I would 
certainly hope and expect that it would not be the C.N.R.’s job to build the 
causeway. 

The CHAIRMAN: Are there any other questions, gentlemen? 


Mr. CREAGHAN: Would you hope the proposed causeway would carry your 
trains as well as automobiles? 

Mr. Gorpon: That is a difficult question and requires a great deal of 
analysis. There are three alternatives that need to have very careful study. 
The building of a causeway with a rail access would add very, very substan- 
tially to the cost and would also contemplate, obviously, continuation of rail 
service on Prince Edward Island. 
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From a purely transportation point of view, it could well be—I am only 


outlining this; I am not stating it is my view—but these are the alternatives 


which should be considered—that a causeway built only for highway purposes < oan 


would not only be cheaper, but if it were extended into a proper road system 
on the island, the island could have better transportation facilities without the 


railway. Or, thirdly, you might have a combination of both where you would - 
have a causeway for the roadway only and a new type of ferry for the railway, 


quite different from the present ones. There are three choices to be examined. 

Mr. CHEVRIER: How is the Canso causeway operating so far as the railway 
is concerned? . 

Mr. GORDON: Very well. It is just a line of railway and we have forgotten 
there was water there. Eh 

Mr. CHEVRIER: In the case of Prince Edward Island, of course, the distance 
is much greater. Do you not think it could be made to operate as efficiently if 
a railway line was laid on the causeway? 

Mr. GoRDON: From the point of view of the railway, if a causeway is 
feasible it would be possible to put a railway on it. We are not making the 
studies. The studies will have to be made on the basis of the cost and the 
economics involved. I have given three alternatives as I say. I am not 


ee 


PH A ei ar 


pets 


setting myself up as a judge as to whether or not there might be other ee 


things. We are not making those studies. 
Mr. CHEVRIER: May I ask a question about the railway in Newfoundland? 
Mr. Gorpon: Yes. 


Mr. CHEVRIER: Has any study been made in respect of the changing of 
the railway from narrow to standard gauge? 


Mr. Gorpon: There is no detailed study at all on that. We have made ~ 


a rough calculation as to what would be involved. Our Opinion is it would 
involve a minimum of $150 million. That rough calculation was made some time 


ago. It probably would be substantially higher today. It also involves the 


consideration that if a standard gauge railway were built there would have 
to be substantial changes, in my opinion, in the route of the line. The stand- 
ard gauge could not tolerate the sharp curvature that now is there on 
narrow gauge railway. 

Mr. MontTeItH (Verdun): This morning we were informed there were 
Six private cars operating profitably. Is that right? 

_ Mr. Gorpon: There are six cars which are in revenue service for the 

purpose of special parties which are interested in cars of that type. Yes, 

Mr. MontrrEITH (Verdun): Is that profitable? 

Mr. Gordon: I do not have the analysis in front of me. Certainly the 
tariff rates are quoted on the basis of making money out of them. 

Mr. MONTEITH (Verdun): I understand there are six more private cars 
being built at Point St. Charles. 

Mr. Gorpon: Of the type you mentioned? 

Mr. MonTEITH (Verdun): Yes. 


Mr. Gorpon: No. We have no revenue-producing cars of the type you © 


mention in there, 

Mr. MonteEItTH (Verdun): I am informed the ones to which I am refer- 
ring are private cars. 

Mr. Gordon: These are not private cars in the sense they are owned by 
somebody. These are cars available to be rented by party groups, usually 
directors meetings and things of that kind. 


Mr. MonteEItH (Verdun): Special cars? 


~ 
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_ Mr. Gorpon: Yes. It is a case where a party rents a whole car and 
; _ they have the service of the steward, and so on, for a party of sixteen or 
_ twenty persons. 

Pky Mr. MontreITH (Verdun): Is it a fact there are six now being built? 
_Mr. Gorpon: No, there are none being built now. 


‘Mr. MonrerrH (Verdun): The information I have is that there are six 
bodies to be put on old carriage cars and they are being fitted at Point St. 
Charles. 


as lee - Mr. Gorpon: Certainly there are none for the purpose you mention. I 
Bo. do not know what you have in mind. It may be you are speaking of work 
-——--—s cars and superintendents cars, and things of that kind. 


ee Mr. MONTEITH (Verdun): The only information I have is that these six 
as cars were to be delivered in February. 


| te zs - Mr. Gorpon: From time to time we do provide cars for railway business 
purposes for the movement of general superintendents over the division. There 
ee may be some of those in production. Those may be what you have in mind. 
wed -. There are, however, none of the type you originally mentioned. 
eae - Mr. Horner (Jasper-Edson): I was going to ask if the use of the Railiner 
and Budd cars is one of the factors in respect of your revenue per passenger 
hi _ mile increasing? | 
Mr. Gorpon: I do not think so. There have not been enough of them 

to make much difference. I gave the figures of 32 which are in operation. 
~~ +Some of them have only been in operation very recently. I do not think 
__. they would have an effect. 


Se " Mr. BrooMeE: I would like to ask a very general question. In trying to 
ee run the railway as a paying operation, naturally there are certain lines which 
ea ~ were productive at one time which, because of changing modes of transpor- 
tation, are not productive any longer. Do you run into any difficulty, apart 

Se: from the board of transport commissioners, junking obsolete lines or lines 
which no longer can come anywhere near paying their way? For instance, 
it might be trackage which would be taken up. 


Mr. Gorpon: Most certainly we do. I could say we run into difficulty 
about everything we do. If I can get away from that general reply, I should 
say it is a case that wherever there is a railway service which it is proposed 
should be abandoned we run into a very difficult situation. Often the objection 
is based on local pride, local prejudice and a fear that it is a reflection upon 
the community. We have to go through a very tedious process in that 
respect. 

A few years ago we tried an experiment. At any of these points where 
we were proposing to abandon we sent three officials into the district to make 
a canvass of the various interests there in order to discover to what extent 
they were using the railway service and to what extent they intended to do so. 
We thought that by a little conditioning along that line we would have less 
opposition when we made our formal application. I am afraid it did not work. 
All it did was to accelerate the opposition. 


Mr. CATHERS: Do you think in that regard that you have more difficulty 
than the C.P.R. 


Mr. GORDON: That we have more? 

Mr. CATHERS: Yes. 

Mr. GORDON: Yes; very definitely, we do. 
Mr. CATHERS: Why. 
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Mr. GorpDon: Because the C.N.R. is the C.N.R. and because this committee 2 ny 
is sitting here. The C.P.R. does not have to appear before a committee. . ne a 

Mr. CATHERS: It is because the C.N.R. is government-owned? 7 ee oe 5 ae 

Mr. GorDon: Yes; that is the answer. 

Mr. CATHERS: That is the answer I wanted. 

Mr. Gorpdon: I am not speaking critically. It is perfectly understandable 
that anyone in the community feels he has a personal interest in the CN RYestE 
he would follow through that interest to the extent of giving us all his business 
I would appreciate it more. ; 

Mr. FISHER: I am not asking for them, but I wonder if you have figures see 
which would indicate the number of revenue passengers you need, say between eee: 
Montreal and Vancouver, to make the Super a paying proposition? eee 

Mr. Gorvon: I do not have them with me. They could be secured. 

Mr. FISHER: I do not want them. However, you have that as a yardstick. 

Mr. GORDON: Yes. 

Mr. CREAGHAN: Are not your first-line passenger trains running pretty well 
at capacity in the winter-time? I am thinking of the Ocean Limited. Se 


Mr. Gordon: In the winter the Ocean Limited does very well; but the 
Super-Continental does not do very well in the winter, as that is the off-season. 
The peak is in the summer tourist traffic in respect of the Super-Continental. 

Mr. CREAGHAN: Perhaps the opposite applies to the Ocean Limited. : 


Mr. Gorpon: I am glad to say the Ocean Limited is a popular train the year 
around. 

Mr. CREAGHAN: Have you any figures with regard to the capacity of the 
Ocean Limited. 


order to make our operation as profitable as possible. We have examined the 
passenger business in general terms in order to see whether or not we could 


inter-city travel. We still have studies going on and we are getting interesting 
information. As we go along we are finding that it is one thing or another. 
If we are to specialize in inter-city traffic, then we could not have the continuous 


Mr. CREAGHAN: I remember that last year you said that you were going to 
try to concentrate on commuter service and inter-city service, 

Mr. Gordon: Not commuter service, unless I was speaking of concentrating 
on getting rid of it. 

Mr. CREAGHAN: My understanding of it is that last year you thought the 
long-haul service would go to the jet age and that you would be holding the 
inter-city service and commuter service. Could this inter-city service be 
interpreted as a service between Montreal and Halifax? 

Mr. GORDON: Yes, or between Winnipeg and Regina or Montreal and 
Toronto. 

Mr. CREAGHAN: I was concerned about that statement “inter-city”’, affecting 
long-haul inter-city movement—something under 500 miles? 

Mr. GorDon: No, that is not what I had in mind. 

The CHAIRMAN: Is the passenger section carried? If SO, we will proceed to 


“express”. When Mr. Carter left he said he would have one question to ask on 
passenger service. He wanted to be in the house for something else and I 


RAILWAYS, AIR LINES AND SHIPPING 95 


told him, with the committee’s removal, we would revert to “passenger” for 


his one question, provided you all understood it and you each did not have 
an additional question. | 
Mr. FRASER: I have a question on the subject of express. In the report 
here it says you pick up your revenue on packages less than 100 pounds; 
does the postal community service bother you any in connection with that? 
Mr. GoRDON: Yes, postal packages of that class are directly competitive 
with us. 


Mr. FRASER: I understand the New York Central pulled out of the American 


express agreement owing to the fact they could not compete with the postal 


service. i 
Mr. Gorpon: That is right. 
Mr. FRASER: And it is affecting the railways here. 
Mr. Gorpon: Yes. 
Mr. FRASER: Is there any remedy? 
Mr. Gordon: Not unless you put the post office out of business. 
Mr. FRASER: We do not want to do that. 
Mr. Gorpon: The curious fact is that we carry post office parcels anyway. 
Mr. FRASER: But then their rates are cheaper than yours. 
Mr. GorDoN: Yes. 
Mr. Fraser: What percentage cheaper are they? 


- Mr. Gorpdon: I do not recollect. It is marginal. It is not substantially 
cheaper on certain types of parcels. 


Mr. FRASER: Yes, up to a special weight. 
Mr. GORDON: Yes. 
ie Mr. Fraser: Is it not 25 pounds? 
Mr. Gorpon: It is around there; I cannot remember exactly. You will find 


the rate differences are marginal and that the post office is more competitive 
in regard to certain types of packages. 

ais Mr. CrREAGHAN: But your charge on an express parcel includes delivery, 
if you have such a thing in the community concerned. 


Mr. GORDON: Yes. 


Mr. CREAGHAN: Whereby the post office have to deliver it and use you as 
a carrier. 


Mr. Gorpdon: We carry it from station to station, but they make the 


delivery of their own parcels. | 


Mr. CREAGHAN: Your rates are comparable then? 

Mr. GorDON: Competitive anyway. 

The CHAIRMAN: Are there any other questions, gentlemen? If not, we will 
proceed to “‘communications’’. 

Mr. Broome: I have one question in connection with communications. 
In regard to cables do you have an agreement with Western Union? 
’ Mr. Gorpon: Yes. 

Mr. Broome: The C.P.R. operate through the Canadian Overseas Tele- 


communications Corporation? 


Mr. GORDON: Yes. 
Mr. Broome: Which is a government organization, plus participation by 


the C.N.R. and the C.P.R. How long does your agreement have to run with 
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Western Union? I ask you this because it would be more advantageous for _ sae 
you to send your cables over a Canadian corporation rather than through Gis Sag ee GS 
American corporation. fips | | k - ; 

Mr. GorpoN: Yes and no. é = ae 

Mr. Broome: If you want to cable all Canadian you cannot cable C.N.R. Daded i ) 

Mr. Gorpon: That is right. It is an involved question and I can only deal Reker 
with it in a superficial way. We have had a long-standing agreement with ~ 
Western Union. I have forgotten the date of expiry but I think it is around 1966. 

In any event, we receive benefits from it in respect of the direction of trafic: >= 

between here and the United States: and the fact is we cannot have both at . ) 
the same time under the general agreement. It is shown that we are better soe 
to carry on as we are than to attempt to break the agreement, even if we could. . 

And, of course, we could not do that, we would be breaking an agreement. 

Mr. CHEVRIER: What if the agreement came to an end? 

Mr. GorDoN: There is an opportunity then. 

Mr. CHEvRIER: To enter into an agreement with the C.O.T.C.? 3 a ss 

Mr. Gorpon: Yes. ee 

Mr. CHEVRIER: When does the agreement come to an end? eres F 

Mr. Gorpon: I think it is 1966, but I am speaking from memory. 

Mr. CHEvRIER: Is it not a fact Mr. Minister that you are contemplating | 
the addition of several more cables across the Atlantic which will bring the 
number up to thirty-six? 

Mr. HeEs: Offhand I do not know the exact number. 

Mr. CHEVRIER: Following up this question, would not that be an entice-_ 
ment to the Canadian National Railways, if there are more telephone cables Las 
installed in this circuit from Newfoundland to the United Kingdom? : Rey 

Mr. Gorpon: Not necessarily. I think it would be more advantageous 
for the committee and myself if I were to prepare a statement between now 
and tomorrow morning in relation to this matter; it is very complicated. 

Mr. CHEVRIER: Yes, and it- is important. 

Mr. Gorpon: I will be glad to prepare a brief statement and give it to 
you in the morning. a 
_ Mr. Broome: I would like to have your statement because a corporation 
like the C.N.R. should be tied In with another government corporation like 
fhet€.OuG: . | | 

p Mr BISHER: Have you had any negotiations or dealing with a group — 
which, I believe, is going under the name of Narconn, who are interested in 


beaming? Pc 
Mr. Gorpon: I have not. Our communications may have had, but they 
have not yet reported it to me. ee 
Mr. FisHer: Mr. Minister, have you had any discussions in connection 


with this particular group who have had this long-range plan? It concerns ae 
a television beam plus a number of— oe 
Mr. Hees: They have been in touch with the department but nothing i 
very definite has been worked out. a 
Tinea 
Mr. FISHER: They have not made any proposals? . oe 
Mr. HEEs: No. ee 
Mr. SMITH (Simcoe North): Paragraph 20 deals with the extension of oe 
the microwave system; how extensive is the C.N.R. microwave system? fearociie S- 
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Mr. GORDON: At the present time the C.N.R. and the C.P.R.—and you will 
understand in connection with microwave the C.P.R. and C.N.R. are in joint 
account in most places—have in operation the following microwave systems: 
Toronto—Hamilton-Wingham-Kitchener-London, which is engineered and main- 


tained by the C. N. R.; London-Windsor, engineered and maintained by the 
_C.P.R.; Montreal-Sherbrooke-Three Rivers, engineered and maintained by 


C.P.R.; Quebec-Jonquiere-Romouski, engineered and maintained by the C.N.R. 
The. C. PR. are presently engineering a microwave network from Rimouski to 
Mount Carleton, which will be maintained by the C.N.R. We are now working 
on a quotation with the C.B.C. for the provision of a television service from 
New Carlisle to Moncton. 


Mr. SMITH ee North): They are not used exclusively for television 
work. 


Mr. Gorpon: No. There is one other item. The C.N.R. is also com- 
pleting a microwave system from Sydney, Nova Scotia to St. John’s New- 
foundland for television purposes, to be followed within a few months of its 
inception with general communications. In covering the point you are mention- 
ing, I should say that when we install these microwave facilities we get as 
a by-product a means whereby we can enlarge our general communications. 

, Mr. SMITH (Simcoe North): That gives you a reason for being in the 
business. : 

Mr. Gorpon: Yes. There is a very large—I do not know whether I should 
say this or not; I am troubled about some of this because they are on the 
classified list and I am not supposed to discuss them. However, I will make 
a general statement. We have been working with the Washington authorities 
in connection with another microwave extension of some size. It is on the 
classified list. | 


Mr. SmitH (Simcoe North): My question was meant to see whether it 


was exclusive for television work or whether it fitted into the general pattern. 


Mr. Gorpon: It gave us a very useful opportunity to obtain a by-product 
development of the general communications business. 

Mr. CHEvRIER: What revenue is derived from the lease or operation of 
the microwave system? 

Mr. Gordon: We make a definite quotation to the C.B.C. for a particular 
broadcast or operation.of the facilities, but in addition to what we obtain 
from the C.B.C. for their particular purposes—maybe television or maybe 
radio—we then have an enlargement of our general communications business. 

I would have to take each specific point to see what the revenue was, 
but in general, we quote the C.B.C.-on a “knock-down basis”, with the 
general idea that our bids are near cost as possible, and it Benen on the 
enlargement of other activities as to how much our profit margin is. 


The CHAIRMAN: Are there any other questions? 

Mr. HorRNER (Jasper-Edson): Have you any microwave facilities in west- 
ern Canada? 

Mr. Gorpon: Not yet. They are in the process of being developed. 


Mr. Horner (Jasper-Edson): Is that classified? 

Mr. Gordon: That is one of the items I had in mind. It is classified with 
the United States at the moment. It is a pretty wide open secret though, and 
I do not think I am giving anything away. 

When that goes through it will give us a by-product, again, where we can 
enlarge our general communications. 

Mr. FisHer: What is the situation at the present time with regard to a 
repeater station at Fort William, Mr. Gordon? 
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Mr. Gorvon: Is that the subject upon which we were in communication = 
with you, Mr. Fisher? | os En 

Mr. FISHER: That is the one. Scie 58 

Mr. GORDON: The situation is exactly as I described it before. ee ane 

Mr. FISHER: At what stage is the construction, or your preliminaries to 
construction? ee 

Mr. Gorvon: I do not know, and I am not up to date on that myself, 


I know it is going ahead in the routine way, but I have forgotten the phase 
which it has reached. However, there should be nothing holding it up. 


Mr. FISHER: You would not say in connection with this that your whole 
planning program was dictated by the Bel] Telephone-Company? 


Mr. FISHER: You realize there are such things as inter-city rivalries at 
the lakehead? 


Mr. Gorpon: Yes, I have observed that. 


them, and we have no arrangement of any kind with them. The arrangements 
made at the lakehead for our Own facilities are dictated entirely by our own 
selfish interests. 
Mr. GREAGHAN: In the case of hotels, you make a statement in your report— 
Mr. GoRDON: We are not dealing with that. ; 


Mr. GREAGHAN: I am on the subject of communications. In the case of 
hotels you say you have a net income of so much. Under communications, it 
is set up much like hotels. There you have had an increase of 25 per cent in 
your revenue. Can you say whether or not you had a profit from your com- 
munications department? 

Mr. Gorpon: That is one of the main things we are trying to sort out our- 
selves. It is not set up on the basis of hotels as such, and Mr. Toole is now in 


an indication of a profit over-all, but I am not satisfied we have accurate in- 


Mr. CREAGHAN: That is a policy you are trying to develop? 
Mr. Gorpon: Yes, it is. 


Mr. CREAGHAN: Can you tell the committee whether you made a profit or 


a loss in the express business? There is no statement to show whether or not 
you had a loss. 


\ 
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Mr. TooLe: This comes in much the same area. In both these items we 
have an apparent profit. Both of these items are in the process of separation, 
and although our accounting is in accordance with the Board of Transport 
Commissioners, it does not bring it out. 


Mr. CREAGHAN: The day may come when your communications may be 
making a large profit, or the management of the railway may not be sure of 
the fact, and the result may be that outside industry will come in and take away 
some of the business. 

Mr. GorDoN: The communication business has grown enormously over the 
past few years. We are not satisfied with the actual bookkeeping results, and 
that is why we are having Mr. Toole undertake a breakdown, so we can see 


oe what the results are. 


Mr. CREAGHAN: It may be a very interesting result to see, because it would 
be nice to Know whether you are making money, where you are making it and 
where you are losing it. 


Mr. FISHER: I wonder if the Sristes eid make any comment on point 


-. 22 under communications? 


Mr. Hees: What kind of statement? What kind of statement would you like 
other than the very clear statement contained in that paragraph? 


. FISHER: What does it mean? 
. CHEVRIER: What field does that cover? 
. FISHER: What is the cost? Are you satisfied with the services? 


Mr. HeEEs: I cannot give you the cost, but we are very’ satisfied with the 
service. ; ; 
Mr. CHEVRIER: Since when has it been in operation? 


airports 


. GoRDON: I have a note on it, Mr. Minister, and perhaps if I read that— 
. HEES: Yes, that may be of assistance. 


4. LE? 
- provide 


GORDON: The situation here is that the Canadian Pacific and ourselves 
telephone circuits between air traffic control centres at the major 
in Canada with some extension to radar sites. Some of these circuits 


terminate in a telephone hand set, and others in push-button equipment to 
enable two circuits to be connected together for an extended call. — 

The provision of facilities was secured by the railways on the basis of the 
lowest, quotation for a firm period of five years from February 1958, and, 
thereafter, from year to year. 

The quotation runs from 1958, and that is when the service went into 
operation. 

I have figures of cost to the Canadian National, and we have the revenue, 
but since this operation is between the C.P.R., ourselves and air traffic control 
centres, I do not think I should go on with this kind of detail. 


Mr. CHEVRIER: Could I ask you a question in regard to 17? Yhat prompted 
you to purchase the Yukon Telephone Company Limited when, not so many 
years ago, I think the C.N.R. and/or the department—and I am not too sure 
about that—got rid of this telephone and telegraph service in the province of 
British Columbia to the B.C. Company? 


Mr. Gordon: That was the division of services, you will remember. That 
government telephone service in B.C. was divided between the C.N.R. and the 
province of British Columbia. They took a portion of it naturally, for internal 
lines. But we did salvage a portion of that service and that came under the 
Northwest communications System. This is how I recall the situation. 


Mr. CHEVRIER: They took the telephone and you kept the telegraph? 


Mr. Gorpon: Yes, I think that is the general basis. 
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Mr. CHEVRIER: That is because it was unprofitable, I pr 
Mr. Gorbon: We took it on because it was unprofitable’ 
Mr. CHEVRIER: No, you got rid of it. My recollection is th 
was operated by the department and a portion by the Canadian tio 
ways. I may be mistaken, but my recollection is that those servic sw 
Mr. Gorpon: No the situation was that the Northwest Communica 
System was owned by the Department of Transport, and we were ‘oporat 
The other government system to which wou refer was owned by the [ep 


oe 


Mr. CHEVRIER: Is that the telephone? — oe a a 
Mr. Gorpon: Yes. It was decided to get rid of-it, and it w, 
between the B.C. government and ourselves. We each took our p of i 
it-atal 


oat 


“a 


Ash ; 
re eS eS en a5 


Mr, CHEVRIER: My point is this: do you think— _ ene 
Mr. GorpDon: We had been after this Yukon telephone com a 
natural extension of our services for some years, but we had not beer 
make a deal at a price which we thought was reasonable. H 
finally got to the point with the individual who was concerned where we 
down to a reasonable price and we negotiated the deal. I may say hat 
cost to the Canadian National Railways was $625,000, and that the t 
the company included a 400 line automatic telephone’ exchange, 
with office equipment and accommodation for the staff, extensive outsid 
some maintenance vehicles and storage buildings in Whitehorse, 
manual switch board, and a building to hold the line maintenance 
at Mayo which is 200 miles north o ex 2 in the 
“gives us control of all that business in the region. 1 aE pa 
Mr. DRYSDALE: Last year about the same time 
asked whether or not the Canadian Natio 


part of the Canadian National Rail 
answer: 


and place an hon. 
; . OT ec aoe ae SN eee 
nal communications was a pr 


ORIEN 
ways operation and Mr. Gordon > e Ul 


Yes, it is included in with the operations. Broadly speaki 
a profitable operation. In fact, I go further and say here that 
most recent analysis all the operations of the Canadian N: 
ways are profitable except railway operations. ae 


ons 


Has that situation changed? | 


Mr. Gorpon: No, that statement still stands, 
Mr. DRYSDALE: Thank you. Sa 
The Cuarrman: Are there any other questions? If not, let us 


Operating expenses. Operating expenses fel] to $700 million in 1958. 
cent below the 1957 level of $734.6 million. — hae A a re 


een effected. I refer no 
, but also to Vancouver 


Mr. CHEVRIER: Yes. There were 625,000,000 empt freight | 
I looking at the right line? meee: is . Seo 


5 


Pa 
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Mr. Gorpon: The freight service shows that for empty freight cars we had 
625,143,146 car miles; and under passenger service you will see another item 
which is a relatively small one which totals 171,597. 

Mr. CHEVRIER: My point is this: if you look at the figures for 1957-58, 
they are about one half loaded freight cars. 

Mr. GorDON: Yes, roughly one half of the loaded car miles. 

Mr. CHEVRIER: Is there any way in which the railway can reduce this 
empty car movement? Or do most cars go loaded one way always, and come 
back the other way unloaded? 

Mr. Gorpon: Not always. There is a great movement in handling the 
grain crop where, generally speaking, we have to move the car empty across 
to get the grain loaded. In other words on this movement we do not have as 
many loads going from east to west as we do coming from west to east. That 
is about the right statement. 

Mr. CHEVRIER: I suppose the movement to Churchill is the greatest in 
that respect? 

Mr. Gorpon: Pretty much a one way movement, yes sir. 

The CHAIRMAN: Are there any other questions on communications? 

Mr. FISHER: We are on operating expenses, Mr. Chairman. The average 
number of employees last year dropped by approximately 11,500. 

Mr. Gorpbon: Yes. 

Mr. FISHER: Can you give us any indication of how much of that figure 
is a real drop in the working force, and how much of it may be taken care of 
by lay-offs or temporary lack of work? This is something that is of the greatest 
concern to the people in connection with the railroad. I mean this wearing 
away of the labour force. 

Mr. Gorpon: I shall take this figure for the Canadian lines which I 
believe is the one in which you are most interested. In the Canadian lines the 
drop is roughly 10,647, and the balance is in our other lines in the United 
States. We estimate in round figures that we can attribute 3,800 due to decline 
in traffic, 4,000 due to technological changes, and 1,400 that we credit to im- 
proved supervision and organization of work methods; also about 1,400 which 
are not identified for a specific cause, but which represent among other things 
a more rigorous staff control. In other words, there has been a tightening up 
all through our employment picture in an endeavour to bring our work force 
in to relation with our traffic position. 

Mr. FIsHER: Could you also give us the figure of retirements, or normal 
retirements in the year, which would indicate whether that factor comes in, 
because I think it is related. 

Mr. Gorpon: I have that figure, if you will just wait for a moment. I am 
sorry to delay you, but if I do not have it myself, it takes time. There were 
25,054 at the end of 1957, and 26,166 in 1958. If I check under 1957 as compared 
with 1958, the increase in the number of pensioners shown is 1,112, but that 
does not give you an exact figure because some have died. It is closer to a 2,000 
figure.—I would say a round figure would be about 2,000. 

Mr. FISHER: The next question I hesitate to ask. How many people did 
you hire in 1958? | 

Mr. Gorpon: About 7,500. I should state that approximately 105,000 
people applied for jobs and we took into our employ, I think, about (AT Lore | 
have it here. 3 

The CHAIRMAN: Would that not come under the next item, compensation to 
employees? 

Mr. FISHER: Well, it is the same heading. 


102 SESSIONAL COMMITTEE 


Mr. Gorpon: I have it here now. The employees added to our staff from meee 
employment offices numbered 4,865; and there were 105,369 applicants con- : 


sidered through 1958 in our employment offices. 
Mr. FIsHER: That would indicate that you are a popular employer. 
Mr. Gorpon: It would indicate that we are a very good employer. 
Mr. FISHER: Coming back now to these figures of the drop of the attrition 


or whatever you want to call it, 4,000 of these jobs were, let us say, done 


away with by technical change, that is, they became redundant? 


Mr. Gorpon: Yes. 
Mr. FisHer: Now, what about those 4,000 people, if you can think of them 


in terms of persons and the opportunities that were opened up to them by © 


retraining for other jobs? 

Mr. Gorpon: That opens up a very large subject. But we have a very 
intensive retraining program which we may as well deal with, and I will give 
the highlights. 

Mr. FIsHEeR: Is there anything you can put on the record of the committee? 


Mr. Gorpon: Yes Ican. First of all, I wish to say this, that the company — 
makes every effort to minimize the effects of the technological changes, mech- 


anization or automation on employees and we have instituted various retrain 
ing programs for the benefit of the personnel involved. 


only talking of those remaining still in service. There would be more than 

that if I counted those who have since passed out of the service. Out of that 

total, there were approximately 300 qualified in the year 1958 alone. . 
In the training of shop mechanics previously assigned to steam locomotive 


maintenance to handle diesel locomotive maintenance, we have conducted, com- 


mencing in 1952, regular classes which are presently held at the Moncton shops 


payne, Mimico, Niagara Falls, Windsor, Longue Pointe, Sudbury, Palmerston, 
Nakina and Cote de Liesse. Then, further west, Neebing, Port Arthur, Trans- 
cona, and Calder. 


ducted on what we call an “on-the-job” basis, except on the western region, 
where classes are held at Winnipeg. Up to December, 1958, 1,729 employees 
have been trained in those duties. 


i Can g0 on and give you many others. But I will] cover them in a gen- 
eralized fashion. 


Then, we have training in certain types of communications employees and 


this commenced more than 25 years ago and has advanced over the years. As- 


an example, in 1958 a major change in communications procedure resulted in 
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the installation of reperforator switching in Montreal, affecting 132 employees. 
Of this number 35 were retrained in the new skills required and either retained 
their former rates or were upgraded. Forty-two automatic operators were re- 
located in other cities, 8 clerks were absorbed elsewhere in the railway organ- 
ization and 22 routing aids were placed in clerical positions. Only 25 em- 
ployees out of the total of 132 were laid off, subject, of course, to recall and 
all of these had less than two years’ service. In this particular situation due 
to the introduction of new machines and techniques, 35 new positions were 
created that required retraining, including 8 supervisory and 15 new technical 
positions. 

We have a great many other types of training programs and we do it 
as far as we can on an “on-the-job” basis. But perhaps it would be of 
interest to give you that information on personnel who become redundant as 
a result of new equipment or technological change. We do our best, first 
of all, to place them in other jobs within our organization. But there is a 
major qualification in that case because our efforts in those respects are 
severely limited by the craft seniority provisions in our wage agreements, We 
have had a number of discussions with our union friends but we find ourselves 
pretty well at an end because we cannot transfer between crafts. That 
has been a question of intensive discussion between ourselves and labour 
organizations. We have had very little success in that respect. 

Again I hasten to add, I am not speaking critically but factually, because 
there are good reasons from the standpoint of the union organizations in 
not transferring between trade groups, which would have a very upsetting 
effect on the application of seniority provisions. Therefore, transfers are 
limited by point and craft seniority provisions. 

We have also quite a number of other training programs of more senior 
personnel,—for instance, our engineering program where we take on young 
engineers and train them in the operating and research departments. We 
have training programs for employees in our passenger and freight traffic 
maintenance of way and B and B departments. We have supervisory training 
within our B and B and MP and CE departments. Regular courses are held 
for development of craft skills, and a systematic development of the freight 
traffic representatives. 


Several years ago we established a staff training course which was of 


‘six-weeks duration at the university, at Lennoxville, Quebec, during the 


summer season. We bring in young men with managenient potential and 
subject them to specific training courses in administration and management 
development. I think our general record in regard to training courses and 
providing opportunities is recognized on the North American continent as 
one of the best. a 


Mr. FisHer: It may be recognized, but the point that bothers me is that 
there does not seem to be enough known about it. 


Mr. GorDON: Well, I can assure you it is known to the individuals con- 
cerned. 


Mr. FISHER: This is just a point I do not wish to take issue on. This goes 
back to the just complaints I have received from firemen and people dis- 
located at divisional points that they do not know of any opportunities for 
retraining, they do not hear about them. I am speaking of maintenance of 
way people and the running trades people. I would like to know some- 
thing about opportunities that may be opening up, with new types of changes 
you are making and how much opportunity there is for these people in the 
redundant classification to work into the new field where there will not be 
trade grouping, or at least we would expect there may not be trade groupings 
at the present time. 
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Mr. Gordon: Well, of the 3,487 enginemen I indicated o1 ( 
only 156 or about 5 per cent are not qualified to work on one 
the respective makes or classes of diesel locomotives, That ‘is 
a 100 per cent record as you can get. oh SE 


sents conductors, baggagemen, brakemen, yardmasters, yard fore i) 
helpers and switchtenders, there are 220 employees and they have 
chairman in Ottawa who is in constant daily touch with our superinte 
department. If he does not get satisfaction there he goes on up the hi 
to the vice-president of operations if necessary. The Brotherhood of Loco 
Engineers represents locomotive engineers and has 56 employees — 
a local chairman. | aie & 
The Brotherhood of Locomotive Firemen and Enginemen, re ‘ 
locomotive firemen, helpers and hostlers, and also has 56 men and 
chairman. Se ee 


hey 


The Order of Railroad Telegraphers, representing train despatche: : agen 


agent operators, operators, levermen and assistants, has 93. member anc : 


local chairman. erie? 
The Canadian Brotherhood of Railway, Transport and General 


representing clerks and other classes of employees, labourers frei she 
employees, truck drivers, motormen and garage men in the depar ment | oe 
road transport, clerks-porters, motormen and express messenger: the 
express department have a total | 
local chairmen covering the bra odes 
There is the Brotherhood of Maintenance of Way Employees, whick 
bricklayers, pump repairers, and there are 394 of those j 


There is the Brotherhood of Railway Signalmen, representing signal nai - 
tainers, assistant signal maintainers and signal helpers, They have onl : 
employees but have also a chairman. ) ap en Sar eat devte 


There is the International Association of Machinists, repr 
and machinist helpers, with seven employees and a chairman, 


There is the International Brotherhood of Boilermakers, Shipb 1 7 
, Which represents boilermakers, bl cksmiths | . 


electricians, of which there are ej 


The Brotherhood of Railway Carmen 
ployees in Ottawa and a chairman. 


having four employees and a chairman. 


an connection with all matters that affect the labour organizations, 
out of mechanization or technological changes, they are fully discus 
local representatives of the labourers or the trademen involved. They 


informed when we make any particular decision. | at 
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At that time if there is an opportunity for transfer and if these considera- 
tions I have mentioned in regard to seniority do not prevent it, any adjustments 
possible in the local division are worked out at the time of discussion at the 
local point, and if the plan is feasible, it is adopted. © 

The reference you made, that there is abroad in the minds of some of our 


people the thought that there is a lack of planning this is not so; but we cannot 


have it both ways. If we plan at all we must experiment, we must test, we must 
analyze, and we are not ready to make our decisions until we have done that. 

When we come out of that planning and testing and discussing and making 
examples, or trying to analyze that, because it is extremely important to be able 
to answer the question with directness and certainty, that cannot be avoided. 
We have found from experience that it is far better for us to go ahead with our 
planning until we have got to the point of being able to make a definite decision; 


‘and when we have our plan clear in our minds of the impact on the particular 


* employee, at that point we call in the labour representative and supervisory 
staffs and try to work out that point. 


~ 


For example, in your own area, the northern Ontario district, our diesel- 
ization program is complete. The impact generally that is going to take place 
in that area has happened; it has occurred. ? 

Take, for instance, our Point St. Charles shops in Montreal, the largest 
steam shop in the service. There it went completely out of commission as a 
steam shop several years ago, and not one single word was heard about it 
because it just worked out in the natural course as we managed to bring out 
the diesel operation and work out the different procedures with our labour 


representative. My suggestion is that there is a very adequate system, a very 
developed system, indeed, whereby individual employees are taken care of by 


the men who are appointed by them for that purpose. 

The union representative is a competent, knowledgeable fellow; he is well 
informed on the detail and thoroughly qualified to represent the interests of 
those men. We have found from experience that is the best way to deal with it. 

Mr. FISHER: Well, just in this regard I might put on the record a resolution 
which was forwarded to me by the local chairman at one divisional point. I 
would ask that you forego his name, but here is the resolution— 


Mr. Gorpon: Mr. Chairman, I do not like to be difficult, but I do not like 
anonymous documents. 


The CHAIRMAN: I think if you are going to put it in you should mention 
the name. 


Mr. FISHER: All right, it is Mr. D. C. Fraleigh, local chairman and legis- 
lative representative, Brotherhood of Locomotive Firemen and Enginemen, 
Lodge 893, Box 372, Hornepayne, Ontario. 


Whereas: It is deemed that the present operational policy of the 
Canadian National Railways is detrimental to its employees and the public 
at large and creating dissention and hardship, due to their utter dis- 
regard for adequate safety precautions and to the dislocation of employees 
with many years of faithful service. 


And the resolution goes on: be it resolved to ask for a royal commission. 

- That is not the only one. I have one from Sioux Lookout, one from Nakina, 

one from the chairman of the locals there, and the answer appears to me to be 
that the cooperation or liaison in our particular region is not working out. 


Mr. GorDON: I can say in that respect, because of the suggestions along 
that line that you have made in the House of Commons, our vice-president of 
the central region, accompanied by a senior officer, made a special trip to 
examine the circumstances that you mentioned. In particular he interviewed 
one of the men who had made statements along that line. 
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te 


» ae 1S 
charges and apologized for them as being non-factual. We invited him to 


ue 


resolutions passed, although I wonder why it is that the resolutions are not 


at 
sent to the president of the railway. | oe ke 
Mr. FISHER: Well, I think one of the facts there is, of course, probably — er: 


because the gentlemen are at the same time employees of the, railway. - ee oS 
Mr. GorDON: But they are representatives of the employees. It: is their — ee 
duty to send it in. They are appointed by the union. | ees ee 
Mr. BRooME: I resent that inference, Mr. Chairman, and I think it should 4 S6 4 ey 
be withdrawn. Bie ; 


—tt 
es 


The CHAIRMAN: What do you mean? Ea spe 
Mr. BROOME: The inference made by Mr. Fisher that they are afraid to BoE 
communicate with the railway because they are afraid there will be reprisals — fee 
taken. We all know the unions on the railroad are the strongest in the country | es 
and they have strict rules governing their operation. I resent the reflection _ 2 
made by Mr. Fisher. : ea 


Mr. FISHER: I will not withdraw that in any way, shape or form. I am Be atk 


not here looking for a quarrel, but that is the situation and I have to make _ ee 


this as a statement. cs So atte 
The CuarrMaNn: It is your opinion? ee Se 
Mr. FISHER: No; I went into Hornepayne after Mr. Kyle and Mr. Bowra rays - 
had been in there and talked to the gentleman they interviewed. While hens ae 
did admit certain exaggerations there was no doubt in my mind, the way it — ee 
was expressed to me and other people, that one of the reasons he was prepared _ Se 


bee 
ot 


to withdraw was because he was worried about his job. 


Mr. Gordon: He couldn’t be more wrong. Of course, we are always a 
exposed to that allegation, but as a general statement, no labour representative es 
has any fear at all about talking to management. Management can be reached = 
by the union almost any day. Mr. Dingle has been In close touch with cee 
operations. He has also been a ‘practical railroader, although I have been isc 8 


told I am not. Nevertheless, Mr. Dingle has grown up in the railway. He has ~ vee ne 
been in practically every position in the operating department and I would =) ~ we 
like him to state quite freely, without any domination or fear of me—and IT Pee : 
can assure him he has none—if you believe Mr. Dingle, i ee ie 
if you have ever known any labour representative having the slightest fear — te 
or hesitancy to tell you or me where we get off at?. eee 

Mr. D1NcLE: None whatever, sir. . qc = 


Mr. FISHER: I have a copy of the letter that Mr. Dingle sent to the federal 
member for Kenora here. It was published in the Sioux Lookout paper and I 


might say right after this letter was published I had a letter from one of the Bu 
local chairman there saying this was not good enough as an answer, because _ Ps 
it did not spell out clearly enough what the future role was going to be for ae 
the railroaders of Sioux Lookout. . 7 | am SAS 

Mr. HEES: Might I ask Mr. Fisher a question here? Have you at any time — = & 
ever known any railwayman who has had his job threatened or taken away, or ah 


in any way been intimidated by any official of the railway? You talk as _ uy 
though these men are in fear and trembling of their jobs. nae e 


Mr. FISHER: This is what they told me. 


~ 
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Mr. HEES: Have you anything to back it up? You say you have gone into 
this quite thoroughly. I think this is important. If that is true, then there is 


ee 2h something wrong with the management of the railway, or if it is not true— 
banyan > and I do not think it is—then it should be cleared up. 

ae * cs < Mr. Broome: And, further, may I add Mr. Fisher should have investigated 
this before he came along. 

is mee Mr. Hees: Have you any knowledge, from your investigations and dealings 


with men on the railway, that there is any foundation for saying that any 
one of them has been in fear of losing his job? 


Mr. FISHER: Yes. 
Mr. HEES: Who was the man, and ae was the case? 


Mr. Gorvon: I can give you examples, Mr. Minister. I can produce, and 
I am willing to produce, letters—subject to the ones who asked me not to 
publish their names—in the last firemen’s case from individual firemen who 
~ told me they are in fear and trembling of their union leaders. 
I have had the most pleading letters from members of that individual 
organization asking me to allow them to find some way whereby they could 
vote, instead of being under the domination of those leaders. I can produce 
those, if necessary. 


Mr. BRooME: Where they could vote secretly? 


Mr. GORDON: Yes; and that is the only occasion on which I have known 
of men exhibiting any fear in the railway. 


Mr. FISHER: We are getting away from the point. 


The CHAIRMAN: You have never really got to it yet. I think Mr. Broome’s 
- point is reasonably well taken. 


roe Mr. SmitH (Simcoe North): Is it not the fact that the only accommodation 
eee some of these people want to make in regard to technological advances is that 
ee their jobs be continued in the present state, and they themselves will not make 
any adjustment? I am not only speaking in regard to the railroads. I have 
talked to employees in many different industries, and in the railroad, having 
regard to the changes in Allandale. 

It seems that there is an attitude scmietiniae partedids among the more 
senior employees—that they do not want to make any adjustment whatever 
_of their own personal jobs, and they do not want, particularly, to be retrained. 


ee FS Mr. Gorpon: I would like to make myself clear on this. I would not like 
the impression to go abroad that I am in any way unsympathetic in this 
See regard. When we have a major technological change, various people have to 
adjust themselves to it. Change is very seldom comfortable; it is a difficult 
-———s«sOperation, and we quite appreciate that. My only point is that, as manage- 
- . ment, we have been as considerate as management could possibly be, all 
things considered. 
But that does not get away from the fact that there will be individuals 
- who find that their way of life has changed. They have to adjust themselves 
- to circumstances and, naturally, some are going to be worried; some are going 
to express themselves as dissatisfied. They cannot help it. But I have found 
from experience that when change is inevitable, the men who adjust them- 
selves to it are usually happier in the long run than keeping on erying for 
things that have gone. It is no use crying for the past; it has gone. You might 
as as well say we should have the horse and buggy back, or the hand-looms for. 
ss manufacturing textiles. I am sure many people have been dissatisfied over the 
+ years as a result of changes. 
Sistaies - These men can adjust themselves, in view of all the opportunities given 
‘to them by us. We do the best we can. Goodness knows, it is not 100 per cent. 


x 
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But I do assure you, Mr. Fisher—I am not criticizing you for bringing this 
matter up at all—that when you suggest that these men are going about in 


oe PS 


fear of management, I deny that, and I would be most upset if that were 


true. 

Mr. FIsHer: I did not say I necessarily believe them, but this is what I 
am told. I have four divisional points in the C.N.R., and it is not only individ- 
uals, but communities, who are concerned. My suggestion to Mr. Kyle was 


that he go up and do a public relations job in these communities. I am speak- — 


ing of communities such as Sioux Lookout and Hornepayne. As a Member > 


of Parliament, personally I am sick and tired of getting this kind of repetition. 
Mr. Gordon: I will tell’ you why you get it. You get it because you 


listen to it. Let me tell you my experience, in reverse. When I go around, — 
I suppose the answer would be that nobody tells the boss: I have the same 


difficulty as you, in reverse. 


I have walked around Hornepayne and talked with individuals. I have 


sat down at lunch with them and walked along the rails with them all through 
those districts. I have ploughed along in mud just for the satisfaction of 
seeing what it felt like. It is not comfortable, I know; but I did it. 

I have talked with these men, and what do I find? I have asked a fellow, 
“How do you like the diesels as compared with the old steamer?” The answer 
was, “Goodness, sir; I ate smoke for 30 years, and I am very glad I do not have 
to do it anymore. It is the best thing that ever happened”. In the western 
region, the roadmasters, men who have spent their lives building the railway, 
have said, “Well, sir, we have a railroad. Ten years ago we had mud squishing 
out through the tires; but today we have a railroad’’. 

They are proud of the fact they are building a railway. It is ballasted, 
tied; it has 100 pound rail, widened cuts, and everything else. It isa railway! 

There are two or three kinds of morale. There is the morale of the men 


take the president: he cannot help but be affected When he looks at a $51 
million deficit. Believe me, it hurts my morale as well. But there are other 
kinds of morale. There is the pride of accomplishment; and certainly the pride 
of accomplishment in the CNR. asan organization, is pretty high. 


Some hon. members: Hear, hear. 


Mr. Gorpon: I think this general matter of communities is always open to 
improvement. I do not say we have done a perfect job. We have tried. If 


as representatives, in relations with management, the thing just gets too 
fouled up; there is no question about it. If it goes through the regular channels, 
we both know what we are doing. 


1} te 
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Mr. Gorpon: No, I am not saying that exactly; but I am saying the 


-- ordinary relationships with management are better arranged through the 


machinery that is set up for the purpose. Local M.P.’s can perform a valuable 


service in keeping us informed. If you see specific things in your district’ that 
are not as they should be, certainly I would like to hear about them. There 


will be cases when we will be wrong. I do not claim perfection. But I do 


think our standard of performance in this respect is pretty good. 

I am not talking from a prejudiced view of the C.N.R., I am talking with 
some knowledge of other industries and the sort of thing they do. I have 
some knowledge of the United States railways and what they do and, believe 
me, the C.N.R. is a much more considerate employer than any one of those. 

We have a very generous pension fund; we have provisions for rehabilita- 


_ tion of men; we have committees sitting on that all the time. I am just saying, 


in a general way, that in my considered judgment, the C.N.R. is the most 
considerate employer of labour in Canada. And I would like to debate that 


with some of these people you mentioned who are making these extravagant 


resolutions. 
I suggest, Mr. Fisher, that that resolution which you read is damned 


entirely by the language it uses. 


Mr. FIsHER: I myself was not enchanted with it. 
Mr. Gorpon: Thank you. 
The CHAIRMAN: Nobody else seemed to have been either. 


_ Mr. DRYSDALE: I am perhaps a little different to Mr. Fisher. I am a little 
bit nosey. I would be interested to know how your vice-presidents have been 


_ appointed and how many have been appointed in the last ten years. 


Mr. Gordon: Mostly they have been appointed by merit. They have come 


up through the organization. In some instances we have brought members 


in from outside the organization because of special qualifications. 
Mr. DRYSDALE: How many have been brought in from outside? 


y Mr. Gorpon: Let us look at the report and I will run over it now with you. 


Take the page in the front of the report. 
The first is Donald Gordon, who came in from outside the railway—and 


you have heard of that—in January, 1950, a date which is engraved in my 


heart, let me tell you. 
Mr. N. J. MacMillan is a C.N.R. employee who came up through the legal 


department and is now our executive vice-president. 


Mr. S. F. Dingle has made a long career of railroading and is now the vice- 
president in charge of operations. ; 
Mr. M. A. Metcalf has been a member of the Canadian National Railways 


‘since boyhood and is now vice-president of our traffic department. 


Mr. E. A. Bromley is vice-president of purchases and stores and has also 


made a life-time career of railroading. 


Dr. O. M. Solandt has been brought in from outside. I am very glad 
we have been able to persuade him to come in. He is vice-president in charge 


of Research and Development. He came in because we are embarked on 
- many scientific and research jobs for which he is particularly well qualified. 
_ We are, indeed, happy to have him. 


Mr. W. T. Wilson is vice-president of personnel. He came in shortly after 
I did at my invitation to assist in organizing the personnel department, a depart- 
ment which was not then in existence. When I entered the Railway in 1950 
we had nothing which might be called a modern staff there and therefore 


this is a brand new department. Mr. Wilson came in as an assistant around 
1950 and is now vice-president of that department. 
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Mr. H. C. Friel also came up through the legal department and s | 

a long term in that department. He is vice-president in charge of Taw. _ Be 
Mr. D. I. Grant is also a life-time employee of the railway. He is ; 

president of associated services, which do not report directly through an 

vice-president. We have an organizational procedure, where every ite : 

business in the railway reports through a vice-president to me. As much 


possible direct contact is kept away from me, which is not always successf 


Mr. R. H. Tarr is secretary of the board. He came in around 1952 as 


assistant secretary when the foreign exchange control board wound up. Hi 
is there because of special qualifications in legal and secretarial work. o 

Mr. J. L. Toole came in in 1954. There was a special situation in h 
Before Mr. Toole we had Mr. R. D. Armstrong who resigned the other 
to become vice-president of Chrysler Corporation. I did not explore 
reasons, but I am sure they were able to pay him considerably more t 
the limited salary which the C.N.R. offers. Mr. Toole is now the vice-presic 
of accounting and finance. He reminds me he works for the love of it. 


from retirement. We had a very serious problem in that department. 
In addition, we looked around for special skills, having in mind the a t. 

of new processes and mechanization of accounting generally. That is a ver 

highly skilled occupation and we had no skill of that kind in the railway. We 


member of the C.N.R. Bape i 
Mr. D. V. Gonder is vice-president of the Atlantic region and is” 
life-long member of the C.N.R. RO ee ea 
Mr. J. R. McMillan is vice-president of the western region and is a li 
long member of the C.N.R. (a Ela ee Hh 
Mr. W. R. Wright is director of public relations. He joined 
course of the last five years. Again, g out, 
railway does not necessarily produce good public relations. — ‘Therefore, 
thought we would go outside in that department. BS oe as 
Dr. K. E. Dowd has also a long record of employment in the C.N.R. E 
the chief medical officer... Se a ; 


a 


made in this regard. I am very glad to have that cleared Ap AS Pee e 
May I, Mr. Chairman, follow on in respect of another aspect. I hav 
this very excellent Magazine. . Ee bart ar 
Mr. GorDON: Give Mr. W. R. Wright<a: credit on thaty 2 = oe 
Mr. DRYSDALE: I was quite interested in the January issue u 
heading, “The President Reports on the C.NR_ Orga } : 
Study.” In that particular report you mentioned the inizational st 
: owing the traditional patt 
railways. Could you briefly outline, if it is: possible, what you say 


traditional form of organization, because in the article you proceed t 
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pees Sir Henry Thornton took over. ‘He had three problems. He solved the 
z organizational problem by patterning the organization on the Pennsylvania 
railway. There was also the problem of amalgamation in bringing together 
the various railways. Sir Henry Thornton did not finish the job from the 
standpoint of organization. He left the railway before his plans were com- 
-—~—s pleted. The organization has remained unchanged. 

Mr. DRYSDALE: Could I just catch you. Is the Pennsylvania railway pattern 

decentralization? 


Mr. Gordon: Two years ago the Pennsylvania railway tackled reorganiza- 
-_ tion along somewhat the same lines we are exploring. I am not satisfied they 
are right, but they did try to tackle the problem from the standpoint of getting 
away from a centralized crganization into a decentralized organization, which 


Se would try to combine the cess, traffic and other departments in the 
ate Bit form of local areas. 

mae et OA We are examining our organizational ere cctane on this assumption;— 
a since 1923 there have been so many technological changes, so much improve- 
ment in communication, and so many other refinements in addition to heavy 
Se capital expenditures, it would seem unlikely that the organization which was 
oe ~~. fright in 1923 is right in 1959. We are very carefully exploring all these 
Ree = features. 


We have made no decision to advance until we know the result of our 


Sos explorations which will determine what would best fit in Canada. The Penn- 
ee ‘sylvania railway and the New York Central went through a form of reorgan- 
ar ization and they went completely different ways. The Pennsylvania went to 
decentralization and the New York Central seemed to become more centralized. 
as Tam not satisfied that decentralization is necessarily the whole answer. There 
is a form of decentralization which can take place and it is gradually taking 
te place by amendments in our supervisory requirements. I am afraid it will be 
3 some time before we can determine what is the best form of organization. 

en e _. Mr. DRYSDALE: The difficulty I had with the article is that you mentioned 
that you had a consultant firm to clarify departmental responsibilities and 
ees authority at headquarters. Then you pointed out you thought it was obvious 
ee that the solution of our organization problems revolves to an important extent 


a around the question of decentralization of authority and responsibility. 
eo Mr. Gorvon: Yes. 


Stes tee Mr. DrysDALE: Further down you say: 

Saas I have become convinced that the organization structure of the 

oS Bie: system should be decentralized to a considerable extent on a geographi- 

ae ce cal—as distinct from a departmental—basis. This means that regional 

Sl Pegi offices should become much more autonomous and self-contained. 

ee: Mr. GORDON: Yes. 

on aig Mr. DRYSDALE: Then you set out five detailed studies and at the conclusion 

rede VOU Say: 

Wee ee In every case these studies will be directed by an official of the 

ee ene ae department or departments concerned. 

eee wes -. Phen. 4 little further on<you: say: 

Sets ; I expect it will be desirable to obtain assistance in connection with 
set some of these studies from the outside firm of consultants. . . .’. 

eer The difficulty I have is in connection with your method of approach. First 


$5 of all, I wonder as a matter of curiosity who the firm of consultants are, and 
25 would not they be capable of doing the over-all planning of all the departments. 
- Itseems to me rather difficult if you say to a man who is head of his own depart- 
ment: reorganize your department. 
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Mr. Gorpon: No. But that is an excellent point. You are experiencing the 


same thoughts as I did myself. In the C.N .R. the job of looking at reorganiza- : 
tion is too big for any one firm of consultants to tackle. All they can do is 


become advisers. If we were to ask a firm of consultants to become responsible 


We had the vice president of each department select the man thought to 


have best knowledge of his department. These men have been divorced from 
all other duties and have been asked to evolve feasible organizational structures. 
We have tried out different organizations and procedures in various areas. We 
are trying to eliminate the “bugs”. pas 

Mr. DRYSDALE: There wil] be no change in the total number of persons 
employed so far as needs are concerned. This is not a combination of a reor- 
ganization and efficiency survey. 


Mr. Gorpon: No, it is not meant to be an “efficiency”’ survey. The purpose 
is to try to evolve the most effective type of organization. My own views, from 


the C.N.R. It will tell you one of the reasons for this. One of the reasons is 
this committee. The president of ithe C.N-R. is obliged to arrive here and to 
give every detail about the railway. I am telling you that it is bad organiza- 
tion. In the first place no one man should know all the details about a railway 
and if he does, he has not a good organization. 


Mr. DRYSDALE: I wondered about that. I was wondering whether we could 
have the advantage of hearing from some of the others in regard to some of 
these questions. : 


Mr. Gorpon: I think it might be possible when we get it set up. At the 
present time it is not the kind of organization that lends itself to this. Every- 
thing comes back to headquarters. I am trying to define the structure you may 
see, but I do so with some hesitation because I notice phrases like “area manage- 
ment” have already been picked up. We have hot decided on areas at all 
but let us assume that concept. It may be possible to divide this country into 
areas and then into regions. You might have four or five men. who would be 
fully responsible. One would be able to deal with everything in western 
Canada; another one would deal with everything in Ontario and so on, and I 


Mr. DryYspALE: The System would be somewhat the same as that which 
the C.P.R. has at present. 

Mr. Gorpon: I do not know. I have tried to understand the C.P.R. system 
and I think they are somewhere in between. I think they are more decen- 
tralized than we are. ; 

Mr. Dryspaue: I have one more question. Page 39 covers your 25-year 
synoptical history of the Canadian National Railways. From 1950, on, there 


Vili x 
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the figure is minus 2,019 and comparing 1958 with 1957 the figure is minus 
11,534. What are the average number of employees? What type of com- 
putation do you use? 

Mr. Gorpon: It is a mid-month statistical et bed on our payroll. 
I could not give you a count for each day. We take it on the fifteenth of 
each month. | 

Mr. DryspALE: And average it over the twelve months? 

Mr. Gorpon: Yes, we take the twelve months total and average it. 

Mr. CreaGHAN: Is that the same formula you have used for 25 years? 

Mr. Gorpon: Yes. 

Mr. DrysDALE: Is there any explanation for this fluctuation? 

Mr. Gorpon: Yes, one major reason is the advent of the forty-hour week. 
It came in 1951 and the results are shown in there. There was a very large 
rise in the number of employees in retation to traffic. The fluctuation in the 
traffic also has a definite effect on the number of employees. Then came 
dieselization. It got going in 1952 and has had a definite impact on it. 
Of course, in the railroad business, when you are trying to compare any 
figures you have to consider the pattern of traffic, not only the fluctuation, but 
the pattern or ‘‘mix” of traffic. One year you may have a heavy wheat 
movement and the next year we may not. You also experience a difference 
in regard to the seasons. 

Mr. DryspALE: The increase from 1934 to 1950 has been relatively stable; 
yet in comparing the figures of 1955 with 1954 there is a decrease of 2,807. 
There is then an increase in 1956. From 1956 to 1957 there was a decrease 
of 2,019, and last year there was a drop of 11,534 compared with the year 
before. 

Mr. Gorpon: You have to take it year by year in order to get the answers. 
However, I have already given the answers. It was largely due to traffic and 
technological changes. But the factor of the forty-hour week has distorted 
the figures in the period 1952-53-54 because it was not a sudden increase; 
it was an adjustment increase. We had to educate ourselves to a forty-hour 
week. 

Mr. DrysDALE: Is the 1958 decrease attributable to dieselization? 


Mr. Gorpon: I gave the figures a moment ago. On the whole, taking 
the figures for the Canadian lines, which are most readily analyzable, the 


_ reduction was 10,600. Thirty-eight hundred was attributable to a decline in 


traffic, 4,000 by technological change, largely dieselization, 1,400 by improved 
supervision, organization, and work methods. Incidentally, I might point out 
that Dr. Solandt is beginning to make headway in work studies and methods 
of operation. 

Then 1,400 which are not specifically identified, but they represent, I would 
say, a more rigorous staff control; we have been cutting down on the actual 
number of personnel required to operate this railway in light of our very 
serious deficit. 


Mr. CHown: Following up a question asked pet Mr. Drysdale. You 
mentioned you brought in outside consultants for the purpose of reorganiza- 
tion only. 

I wonder if you have at any time considered in the past, or for the future, 
bringing in outside consultants for the purpose of eliminating inefficiency or 
for the purpose of improving on your general business and accounting methods? - 

Mr. Gorpon: We feel our research and development department under 
Dr. Solandt is aimed in the general direction. There are occasions when he 
will bring in outside consultants +0 do a specific job, when he feels they can 
be of assistance. 
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One good example is the yard in Toronto; we brought in 
DeLeuw, Cather & Company as outside consultants to check our 
clusions. Therefore we have that as a general policy, where we 
it will be of assistance. oo 

The CHAIRMAN: Are there any further questions? 


Mr. FISHER: I would like to ask Mr. Dingle if he can explain, more or 
in capsule form, the shifts that have taken place and which are conce rati 
control of the northern divisions at Capreol. : e 


Mr. DINGLE: That is another test area referred to b 
amalgamating divisions on a test basis. 


With the change of operation brought about b 
engine runs, and other improvements in o C our 
divisions are far too small for existing management. We find that we can — 

the conditions within 
the enlarged area. s: . 


Mr. FISHER: What about the trend of the shif 
for more than one subdivision? 


you are doin 


g out of Toronto to — 
€ country? fe 


Mr. FISHER: When this was introduce 


d did you negotiate with the 
brotherhood in this particular case? A ee 
Mr. DINGLE: Yes, and we did the same thing between Montreal and oe 
Toronto. ; os oo Pe ys 
Mr. FISHER: Have you carried on any negotiations with the front-end _ 
brotherhood? . i ae 


Mr. DINGLE: Al] organizations have b 


Mr. FISHER: Have you any plans now, or in 
approach not only end crews but also front-end cre 


: 

Mr. DINGLE: No, that has not been done. I do not know if there is any- | coe 
thing in play at the present time to effect that. It may come. . sae 
i 


Mr. Gorpon: I know you are interested in this, Mr. Fisher, 
along the same line. And that is centralized traffic control. 


fen consulted, Mr. Fisher. 


the immediate future, to. ee 
Ws on the run? Se aan 


and it is 
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We have been reproached in the past because it has been said that dieseliza- 
tion always seemed to touch the working man. That is not so; but it took time 
before the supervisory forces were affected because they were required until 
the end of the program. The effect of complete dieselization had to be seen 
before we could decide what revision of supervisory staff would be possible. 


Mr. F1isHER: Have you any figures that indicate this? 


Mr. Gorpon: Not yet, because we are just starting it. It is not possible 
to deal with your supervisory staff until you have completely dieselized the 
particular division. Do you follow that? 


Mr. FISHER: Yes. 


Mr. Gorpon: As long as we had a mixture of steam and diesel we could not 
get the supervision sorted out, because we had to retain an organization which 
looked after both processes. But with complete dieselization we can concen- 
trate on the problem of supervisory requirements. 


Mr. FISHER: In other words, you have the example of the movement in 
connection with Hornepayne. 


Mr. Gorpon: That is an example, and we can only do that when we are 
through with the N.O.D. 


Mr. FISHER: What is the dispatchers’ position with regard to the change? 
I am thinking of the Capreol case. 


Mr. GorDON: The dispatcher is re-trained, and he is the fellow concerned 
with the C.T.C. 


Mr. FISHER: There is no ae likelihood the dispatchers are going to 
become redundant? 


Mr. Gorpon: Not if they are capable of picking up the operation of C.T.C. 
—and it is a relatively simple operation. Therefore, there is no reason at 
all why he should be made redundant. We have not found an instance where 
we have not been able to train a dispatcher in a very short time on the C.T.C. 


The CHAIRMAN: Are there any further questions? 


Mr. FisHer: I cannot stay away from what is the key question in so 
far as the railroads I have encountered, are concerned; and that is the policy 
or plan in so far as the train crews are concerned when you reach the stage 
of complete dieselization and complete centralization of traffic control on 
different sections of the line. What about the potential reduction in the 
size of the train crew force at that time? 


Mr. Gorpon: We have that matter in play, and we did make an extensive 
study at the time of the firemen’s case. There has been an examination of 
what might be called the ideal crew on various types of eid. - We have 

that very much in mind. 

Changes in that respect may depend on other types of technological 
change, there are other things which will improve our operations such as 
radio telephone in the cabs, and things of that kind. 

Mind you, if I were to go further I might predict the day when trains 
could run without crews, that is, there would be complete automation on 
certain types of trains. 


Mr. FISHER: That is a long way off. 


Mr. GORDON: There is an experiment now going on in a northern Quebec 
line; but with specific types af traffic it would not be done. 


Mr. FISHER: This is a question on car shops and car repair back shops. 
You have been centralizing that. I do not know whether “centralization” is 
the right word to use there, but there have been many shifts in that particular 
regard. Are most of those completed? 
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Mr. Gorpon: Yes, I have a statement here which shows t 
As we now stand there are only ten back Shops for e¢ 
do repairs requiring over 50 man-hours of work. Generally 
other points where work is done on cars are repair tracks or coat 
The back shops are_ set up so that each one has certain 
although any car could be repaired at any back shop. ops 
For instance, refrigerator car repairs on the western region are conc en- 
trated at Transcona. The Shops at St. John’s, Calder and Port ] n al 
much smaller than the other Canadian back shops. A 
The car repair back shops now in existence are as follows: 
region, Moncton and St. John’s Nfld.; Central region, Montreal and 
Western region, Transcona, Fort Rouge, Calder and Port Mann; the 
Trunk Western, Port Huron; and the C.V., St. Albans. Those are the 
Car repairs shops at present. Soke eae 


ar 


A es 
eld, have an effect on) 


iat 


this particular fi 
the traditional div y 


€, when we are faced with cars that - 


we need to have. 


It will also have a great deal to do with the traffic. Our policy is that see 
» We get rid of it as fast as we can so. 


for repairs 
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Mr. FisHER: Will most of your changes take place among your repairmen 
and in connection with your repair force? 


Mr. Gorpon: I think I have a figure on maintenance of way. Did I not 
give it to you before? 


Mr. FISHER: No. 


Mr. Gorpon: I have a comparison table here, Mr. Fisher, that shows 
in general classifications the employment levels over the last five years.~ 

Mr. FIsHER: Could you table that? 

Mr. Gorpon: I will be glad to table that. I will give you an example 
with maintenance of way and structures. In 1954 we were employing 20,376 
and in 1958 it was 20,322. There is very little difference in that particular 
item but this is a table that shows a breakdown into general, equipment, 
transportation (train), transportation (non-train), and other classifications, 
as prescribed by D.B.S. If that would be of use to you I will table the figures. 


(See appendix.) 


Mr. FISHER: There has been-a switch away from the stationary maintenance 
of way into moving maintenance with more advanced equipment, has there 
not, and they move around the system and you can bring the area up to 
a high level for a number of years? 

Mr. Gorpon: Yes. I had a note of that very thing. 


The CHAIRMAN: Well, gentlemen, we are not making very much progress 
and it is a quarter to six; quitting time. So we will meet again at eight o’clock. 

Mr. BROOME: Would it not save time if a lot of this information was just 
put on to the record? 

The CHAIRMAN: I do not think we need a lot of detail. We are not trying, 
as I said before, to learn how to run a railroad: we are trying to learn what 
has been done during the year. 

Mr. FisHER: I would like to make it clear, Mr. Chairman, the Canadian 
National Railways is the most important employer in my whole constituency 
and the related constituencies and I am not asking any special favours; but 
if one wants information this is the place to have the right to ask it. 

‘The CHAIRMAN: That is right, but we have other members here who have 
very important divisions. 

Mr. FISHER: If they want to ask questions, come on in. This idea of 
being bulldozed through these particular annual reports— 

The CHAIRMAN: You are not being bulldozed. You spent nearly a half 
hour earlier, and we have other members of the committee besides yourself. 

Mr. CHEVRIER: I think, Mr. Chairman, if we had proceeded in the usual 
way in which we did last year we would probably be much farther advanced 
and that was reading out the report by the president, and then going back to 
discuss each item. We have been quite a considerable time today, and we 
have not advanced nearly as far as we did last year. I think perhaps it is due 
to that in part. 

Mr. DRYSDALE: Maybe we went too fast last year. 

Mr. CHEVRIER: Well, that is for the committee to decide. 


Mr. DryspaLe: I think, Mr. Chairman, to avoid this kind of argument 
we should adjourn now. 


_ Mr. CHEVRIER: Yes. 
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EVENING MEETING 


TUESDAY, May 5, 1959. 
a ies grey ae 
The CHAIRMAN: Order, gentlemen. I see a quorum. Now we can pro ed. 
We are on operating expenses. “A 


d to ask a question or two? I inquire 


Mr. CHEVRIER: Before the minister leaves, there are one or two thin 
we were discussing earlier. May I be allowe 
about a study which I hoped was being undertaken concerning transportation 
facilities in the Atlantic provinces. Mr. Gordon said his understanding w Ss 
that there was a committee under the jurisdiction of the Department of Trans- — 
port. I wonder if the minister would care to elaborate on what has been done 
by that committee towards the betterment of transportation facilities. in the 
maritime provinces? . hee 

Mr. GEORGE HEES (Minister o 


It is a pretty big one. The 
completed yet. 


Mr. CHEVRIER: Could you tell us who the members of the committee are? pee 
Mr. HEEs: Not offhand, no. Seo Brees. 
Mr. CHEVRIER: The committee h 


years. I think we had that at ‘th 
an idea? 


f Transport): They have undertaken a study. ap 
y are still very much at it. The study has not. been -~, 


' | Rie 
as been in existence now for about two ~ ek 


e hearings last year. Can you not give us ae 


Mr. HEES: George Scott is a member 
him the other day. I spoke about it in th 
that Mr. Baldwin of the D partment of 
George Scott. : 


Mr. CHEVRIER: That was 
another matter. 


of the committee. Iwas speaking to 
e committee last week when I said : 
Transport was a member, and so AD he 


the inter-departmental committee, and that : is 


Mr. HEES: No, it is the same committee. os gia ee ae ae 
Mr. FISHER: Was it set up by order in council? gee 
Mr. Hees: I do not think so, no. | a 
Mr. CHEVRIER: Could you give us some idea of what proposals or representa- — 3 
tions have been submitted, and how far these studies have gone? : age 
Mr. HEES: They have not submitted any proposals to me, not yet so far. 
Mr. CHEVRIER: Are meetings being held from time to time?. een 
Mr. HEES: Yes. © ae ee, Sah eS, 
Mr. FIsHER: Is it the same committee that would be handling the Pines: 
Point railway problem? | See 
Mr. HEEs: No. coe | : ; at a ee 
Mr. CHEVRIER: No. This is 
will do better tonight when yo 
done on this one. 


Mr. BRooME: In regard to the two new ships being built for N ewfoundland, 
I understand that one of the existing ships is named Bonavista, and I wonde! 
if one of the new ones is to be named Twillingate? a 


Mr. CHEVRIER: That is government policy to be announced at a lat 
The CHarrmMaN: You are on operatin 
£0 too far off. I am not concerned abo 


about getting this committee through. 22) ara: 
Mr. FISHER: I wish you would go along with him. ae Sea 


ac 


Mr. CHEVRIER: Perhaps you would like the president to go along too. 


purely for the Atlantic provinces. I hope you os 
u-appear on Press Conference than you have ~ 


fore 


ait 
% 


er date. 
§ expenses. Try to stick to it. Do no 
ut the minister, but I am concerned 


Saez. 


it 
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The CHAIRMAN: I have a good substitute here in the person of Mr. Tasse, 
the vice chairman of this committee. If I have to leave he can carry on. 

Mr. FIsHER: I wanted to continue with what we were talking about before 
adjournment. You were going to file these figures, Mr. Gordon. 

Mr. GorDON: You were asking me about the. general approach to our 
maintenance of way, and what has been accomplished in that connection. I was 
about to say in closing that we have embarked on quite a number of changes 
in our method of approach to maintenance of way. These methods are designed 
to bring in what might be called a blitz campaign. We have a program of cycling 
maintenance of way in particular areas, doing heavy work with the idea that 
it will last for four or five years. That is one of the things we have done. That 
is particularly suitable for use with mechanized tools which cost a good 
deal of money. They can be adapted to do this kind of program much better 
than could the hand tool proposition. ; 

Another feature is that our B and B force is not permanently assigned 
to a particular subdivision. We have arranged that these gangs can be moved 
from one subdivision to another in accordance with the work required. So they 
may not be working in the same part of a division on a particular date as 


‘compared with a previous year. Therefore that invalidates comparisons of the 


working force on a‘given date with respect to a given subdivision. 

Mr. FIsHER: Is it possible for maintenance of way people to be transferred? 
Are they being transferred to this other type of gang? 

Mr. Gorpon: They are moved from one part to another depending on 
the work that is available for them. 

Mr. FIsHER: How long is the season in which these gangs work? Is there 
any attempt to spread it out so that these gangs may work in the fall and 
the winter? 

Mr. GorDOoN: We push the work to a maximum having regard to the 
weather. It varies according to the time of year. We try to step up the. 
program with the idea of completing it before the weather turns bad. We 
usually find that we are pushing it towards the end of a project as much as 


-we can. But much depends on the type of work and the weather conditions. 


Mr. FISHER: Some of the American roads are trying to get rock ballasting 
done in the winter. Do you find that it is possible here? 


Mr. Gorpon: There is very little of it in Canada because of Canadian 
climatic conditions. In an effort to support the general attitude towards the 
employment situation we have ‘‘maximized”’ any work in the wintertime that 
could be done immediately. If we can do it on that basis, without adding 
materially to the cost, we will stretch it through into the winter period. 


_ Mr. FIsHerR: I have one other question about the rock gangs. At the 
present time in the western region this is being done by contract. 


Mr. Gorpon: Yes. We find that for certain types of rock scaling we 
cannot get our regular forces to do it. It is dangerous work and highly 
specialized. Our regular work forces prefer to miss it. We therefore employ 
men under special contract, particularly the Welch gang. These gangs are 
organized for us, and these men seem to have a particular aptitude for this 
kind of very dangerous work, with specialized skills for work which our 
own forces prefer to avoid if possible. 

Mr. FisHErR: You have no plans to change that? 

Mr. GorDon: We have no plans to change it, because it is not open for 
us to change. We just have to get the people who will do it. I want to make 
it clear that this arrangement that we are making for this specialized work 
is done with the knowledge of our regular union forces. 
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Mr. FISHER: That is a point I wanted to bring out. 
of the unions involved is making an attempt to organi 


Mr. Gorpon: I am glad you have warned me. eee 
Mr. FIsHER: I understand that one of the problems involved here is thats. 2 


> 


there have been occasions in the past when the union has gone in and organized ae 
gangs like that. This enables the union to bring the gang in completely as 
railway employees in order to take advantage of fringe benefits which ale: see 
normally associated with railway employees. =e Ae 

Mr. Gorpon: That has happened to our extra gangs. That is what we oe 
went through with our extra gangs a few years ago. The extra Fangs, SO= 7 Se 


+ 


called, were not unionized. We, as management, never felt they should Dee 


and we said so quite frankly. However, the unions did succeed in organizing ect 
them, and they are now members of the union in that respect. But that is so 
quite different from the Specialized Welch gangs. They are different, quite ee 


outside the union, and so far they have not been organized. = aes 


Mr. CHEvrRiER: In the absence of the minister earlier today I asked the: See 
president about the position of the causeway from the mainland to Printe <7) a< 
Edward Island, and he said that the Canadian National Railways had little 
or nothing to do with it. Can you bring us up to date as to what has been | 
done since the last meeting of this committee, having to do with studies con- 
cerning the causeway? 


Mr. Heres: The Department of Public Works is studying that problem. — 


Mr. CHEVRIER: You remember it was stated than an engineering estimate free 
of $200,000 was being set aside for that purpose. That money is not in the : 
estimates, I know. But what is being done with reference to the engineering _ 


— 


sutvey concerning the causeway? Is it under way? x Seis 
Mr. Heres: The Department of Public Works is conducting a survey. They 4 
are doing the whole thing. iat 


Mr. CHEVRIER: Then in the meantime, what about additional services _ 
between the mainland and Prince Edward Island. 3 


Mr. HEEs: Well, this summer we are going to have three ships going to A 
Prince Edward Island, the Abegweit the Scotia and Scotia II. 


Mr. CHEvRIER: Will there be any improvement on the service? ’ e ee a = 
Mr. HEES: We have done a considerable amount of planking on the Scotia II. Soca 


Mr. CHEvrier: There is really nothing you have to report on the causeway oes 
since the meeting last year? less 


Mr. HEES: That is right. ae eee 
Mr. Gordon: Except, Mr. Minister, you will recall that arrangements have 
been made for the Scotia to be planked, and the effect of it is that its capacity — eae 


(a Bed aiviga’s 2 
D3 AY , 
wiv Soe ae 


will be increased. | err 
Mr. CHEVRIER: Has anything been done with reference to Chignecto and “ aa: 
the construction of a canal on the isthmus of Chignecto? Se 


Mr. HEES: This is a good warm up for my bress conference tonight. I £ 
would say yes. We are studying at the Present time an engineering report, _ 


a survey, a study made initially by the Foundation Engineering Limited who ae : 
have done on their own a study of the engineering requirements and thie 3 hee 
engineering possibilities of it. ee 


e o : ; x 5 Nt 
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fen 


TER: ee was that done? - 
ss: All this has been done during the last year. 


~ 


r. Tee vee we fae We are trying to tna out just what traffic would 
canal if such a canal were built. 


Who has been appointed to 


coe a Bastar of engineers or an engineer? 


=o c HEES: Well, I do not think a board of engineers is going to be able 

a ee us very much of what shipping would use the canal. As far as I know 
st way to find that out is to go around to the people and the shipping 
lies which might ship through that canal and find, out if they would 
ule not be interested. ; 


_ CHEVRIER: of course it is ae 


ea Sane transportation facilities all day in some "form or 
“between the mainland and Frimce Edward Island, and this is in the 
: ‘provinces. 


The CHAIRMAN: It is operating expenses we are dealing with now. 


Mr. -CHEVRIER: But this is an operating expense. If you set up a board 
€ gineers it is Some. to cost some money, and it has been stated in the 


= "CHAIRMAN: Oh, no. I can give you plenty of leeway. I like to see 


speedy. CHEVRIER: I think if you are going to proceed in that fashion— 
M [EES: ue am perfectly willing to answer the question. 


ee “ 
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Mr. SmiTH (Simcoe North): I do not think the committee should be black- 
mailed with the threat that Mr. Chevrier is being stopped from asking questions. 
Are they relevant to what we are doing, or are they not, that is the point? 


Mr. CHEVRIER: Nobody is trying to blackmail anybody else, let us get that 
clear. If you are using that expression in an attempt to stop me from asking — 
questions you are not going to get very far. I submit, with deference, that - 
I have a right to ask the questions and particularly when the minister offers | 
to answer them I do not know why I should be interrupted. Certainly I 
have not taken the time of the committee unduly and what I was asking ‘was. 
whether a board of engineers was being considered for the purpose of going 
into the economics of the Chignecto causeway. 

' Mr. HEEes: We are having the engineering study that has been carried | 
out by the Foundation Engineering Limited, having that studied by the hydraulic © 
engineers on the St. Lawrence seaway, and we believe they are about the most 
able engineers you could find, to see if in their opinion the principle on which 
the Foundation Engineering studies have been made, that is, making the canal 
a one-lock canal instead of the previous concept of a two-lock canal, is sound 
and feasible. 

‘Mr. CHEvRIER: Have you any estimate of costs on it? 

Mr. HEES: The estimate is somewhere between $80 million and $100 million. 


The CHaIRMAN: Again, may I interrupt. I think I have given enough 
leeway on these issues. Is the Chignecto canal connected with the C.N.R.? 


Mr. CHEVRIER: Indirectly. 

The CHarrRMan: It is a rough and ready question for the minister. We are 
questioning the C.N.R. on the report of the C.N.R. I am not trying to be strict, 
but you might as well ask him what he is going to say on television tonight, 
as ask him this. 

I am responsible for keeping this on the rails of procedure and dealing 
with these different items, and even if the minister is generous enough to 
answer, I am not generous enough to allow questions that are not relevant 
to the issues that should properly be considered. 

Mr. CHEVRIER: I started the questioning because of the information that 
was lacking concerning the Causeway. I think that was perfectly in order. 
Perhaps I was not in order with reference to the Chignecto canal. Now, 
does that satisfy you? 5 

The CHAIRMAN: Fairly well. 


Mr. FISHER: Mr. Chairman, may I come down to something that is concerned 
with operating expenses? — Can you tell me how far down your executive 
hierarchy the ability, or right, to have an expense account is extended? 


Mr. Gorpon: It applies to anybody who has a legitimate reason to spend 
money on railway business. Anyone who is operating on railway business 
is allowed to put in an account for expenses incurred, which will be viewed 
by his superior officers and approved or otherwise. 

Mr. FISHER: The reason I raise this is because the point has been made 
to me by an outsider that the C.N.R. has a 


Mr. GorDoN: When you talk about executives on expense accounts, there 
is no such thing. The way we operate is this. If any man—no matter who . 
he is—is required by railway management to proceed here or there to do 
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- something on railway business, and that involves him in expense in the way 
he of hotel accounts or travelling charges of any kind, he is entitled to submit 
Rie his expenses for approval. That applies to anybody. 


coe Mr. FISHER: Do you have a figure of the total for the year? 

se Mr. Gorpon: He would have to submit his out-of-pocket expenses, and 
oe - they would be reviewed and approved, or otherwise, by his superior officer. 

te * --—s Mr. FisHER: Can you give us any indication of the amount and the number 
Ci of people; or is that too involved for you? 

ss Mr. Gorpon: As a matter of fact, we present a general summary at each 
= monthly board meeting on that very point. I could not give you the number 
oe of people involved, but I could give you the amount, if we have it. As a 
as matter of procedure, at each meeting of the board of directors we produce for 
+ 


the record a minute which compares the total expense accounts—as you call it— 
and we review it. Then there is a short discussion on it to satisfy the board 
that it is within reason. . . 
TI have not got the figure with me. I thought I had it, but I have not. 
If you would like me to get it, I will get it for tomorrow morning. 
Mr. FisHER: I would like to see it, especially if you have it for the last 
few years. 
_ Mr. Gordon: We would be glad to do that. We have that available, I 
Sache know; but I do not happen to have it here. | 
Mr. FisHER: Is it on this section, Mr. Chairman, that we should ask ques- 
tions in connection with the pension? 
- Mr. GorDOoN: Yes, I suppose you could. 
eee Mr. FISHER: Have you made any progress in that regard? There is a new 
Pe. N.R. plan booklet out. | 
i Mr. Gordon: Yes. 


Mr. Fisuer: That is as a result of revisions. Have those revisions been 
_ generally well accepted? 


ane _ Mr. Gorvon: That was a revision in the sense that it grew out of the fact 
rey _ that we made a major revision to our pension fund in 1952. At that time we 
--—s« gave an opportunity to people in the service to take the option of transferring 
city out of what we called Part I, which was a money annuity plan, and going 
oe into -Part “il. . Part. Tl “gave Gen specified benefits which applied to their 
dependents as well. I mean, when they died, their dependents got a portion 
of the benefits. 

A fair number of the people did not take advantage of that provision in 
1952, and I think in part it was due to lack of information or lack of under- 
standing. In 1958 we made a further revision of the plan, with the thought 
that, starting from January 1, 1959, our plan would become compulsory for 
new employees. Hitherto it had been a voluntary plan and that has caused 
a great deal of difficulty. 
in Therefore, we felt we should make a new stipulation for new entrants, 
es that starting on January 1, 1959, they had to become contributors to the 

pension fund as a condition ‘of employment. At the same time we decided it 

_ would be fair to give one final chance to those who had not taken advantage 
te of the first offer in 1952, and they are now being given the pivilege of chang- 
ing their minds and deciding to come into the new Part II, which, I should 
say—without going into detail—has substantially better benents than *Part 
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That is being explained all across the system, and the last report I had 
3 ae on it was that it was being well received through the different organizations. 
ss Mr. ~FiIsHER: You did not consider making it compulsory for people who 


were in your employ? 
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Mr. GorDon: We cannot do that. 
Mr. FISHER: There is no way you can do that? ek. Ses 
Mr. Gorpon: No, I do not think we can. That would be taking arbitrary 
action, which was not a condition of employment at the time. We did not — ee 
feel we should do that. They have this election chance now, and this will | 
be final; they will either come in or stay out. | ea Me 

Mr. FISHER: This is the last chance? eae 

Mr. Gordon: Yes: and that has been made very clear. And we ave- a 
having the cooperation and assistance of union representatives in explaining 
the point to union groups. . tp 

Mr. FISHER: The C.P.R. made it compulsory did they not? : 

Mr. Gordon: They have had it compulsory since 1935 or 1936—round ~ 
about that time. 

Mr. CHEVRIER: Mr. Chairman, I wish to ask a question with regard to 
the basic pension. Have any changes been made in the basic pension of 
the C.N.R.? 

Mr. Gorpon: No. 3 

Mr. CHEVRIER: Does that still remain at $25? : 

Mr. GORDON: That is the maximum basic pension; but it may be less 
than that, depending on the length of service of the individual. The basic : 
pension is still the same. ans x 

Mr. CHEVRIER: Have you the amount of pensioners under the basic we 
pension? ‘ 
Mr. Gorpon: We certainly should have it, but I do not know if I could 
find it. f . | 

Mr. CHEVRIER: I know you used to get a lot of questions on it, and I am 
not bothering you with those. I would like to get the numbers and the re 
amount of money paid to them, if you could give it to me. 


Mr. Gorpon: The number in receipt of only the basic pension of S25 a ee 
month is 2,900. i eet 


Mr. CHEVRIER: And they get how much? 


Mr. Gorpon: They are in receipt of the basic pension of $25 per month. 
There are only 161 under the 25. 


The CHaIRMAN: Has anyone else any questions? . 


Mr. Horner (Jasper-Edson): May I ask my question in respect of 
advertising under this section? 


Mr. GorDoN: We may as well deal with it. 


Mr. Horner (Jasper-Edson): I would like to know whether or not you 
have your own advertising department? 


Mr. Gorpon: Yes; we have our own public relations department which - 


looks after the advertising details. It, however, employs agencies in respect 
of that. 


total of $1,345,525. The balance between that and the $1,955,000 covers all 
the general things such as time-tables, handbills, distribution folders, 
bulletins, displays cards, posters and so~on. 


The CHAIRMAN: Are there any further questions? 
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‘ ue hae I would like again to turn to the Rien of pensions. Mr. 
G lon. just said that those who did not take advantage of the first opportunity 
= seen from ica I to Part II now have a second stab at it. I know that 


~ there? = - 
Mr. Gorpon: I am sorry. I would need a special committee to deal with 

- Newfoundland in respect of pensions. The Newfoundland situation, as you 
- know, is terrifically complex because as part of the details of Confederation, 
_ the government took responsibility with regard to certain employees in respect 
ie sof pensions. Flowing from those general provisions there have been all sorts 
of arrangements made whereby the cost of those pensions are a matter of 

Eke "government accounting. In the space of two hours I could not begin to give 

: you the detail of it. 

- As I told you before, Mr. Carter, the only way you and I can understand 
each other is to have specific cases, and for you to tell me the particular prob- 
. : lems involved and I will tell you he situation in respect of the individuals. I 
i ae am. sorry, but it is beyond me to clear up the complexity which has grown in 

e eee of the Newfoundland situation. 
as Mr. Carter: Can you tell me how many have not taken advantage of the 

ote “second part? 

_. Mr. Gorpon: In Newfoundland? 
7 MraCarrer: Yes.’ 

_. Mr. Gorpon: No; because it is right now in process. It is open until the 
end of this. year. We are not driving them into it; it is voluntary. They have 
the opportunity of having it explained to them by the union representative. By 
_ the end of this year we expect to have the job complete. 


i Mr. CARTER: Can you say anything about the position of the local em- 
oe association? 


oe : Mr. J. L. TOOLE (Vice-President, Accounting & Finance, Canadian National 
ae | Raitways): Is that the R.E.W.A.? 

; bee ee Mr. CARTER: Yes. 

, Mr. TooLe: They have stopped issuing policies which you might term as 


health and welfare. They never have provided anything of which I am aware 
in the nature of a pension. They did provide a weekly indemnity coverage, 
_ but they are not issuing anything on that where it conflicts with our policies 
ik: respect of non-operating personnel. Consequently, they are still selling that 
_ type of coverage to the employees who are not getting a competitive benefit 
under a> company-sponsored or negotiated scheme. Again, that is a general 
aah _ organization and is not strictly C.N.R. They have members who are C.P.R. 
i = employees and some who are employees on United States roads, and things of 
<< that nature. 7 
ee ieee VET GorDow: Peis a cerapletedy independent organization and not the 
te ee CNR 
oe Mr. Carter: Did it clash with your company plan? 
as Mr. Gorpon: They overlapped. . 


Mr. Broome: In operating expenses under the heading “general”, the 
eet expenses in 1958 went up rather considerably over 1957. I am wonder- 
4 = ae whether or not that meant reorganization? There must be some logic. 


Mr. GORDON: Are you speaking of page 31? 


ae Mr. Broome: I am speaking generally. It is $56,600,000 in 1958 and 
Bane 895, 000 in 1957. All the other operating statements seem to have. reduced 
. because of low traffic. 


126 SESSIONAL COMMITTEE ery 


Mr. GORDON: Yes. You notice the main item is a half a million dollar . 


increase in the cost in pensions. 


Mr. BROOME: That is one of the main items. There is a difference of almost 


$2 million. There is a considerable item in clerks and attendants. 


Mr. GORDON: You wili notice the main item under the heading of ‘other pe 


expenses’”’. , 
Mr. BRooME: That is right. In this heading of “general”, you will find, 


is where we incorporate through the various figures the additional cost arriving — 


out of the data processing we are putting in. That is the electronic develop- 


men. In the early stages that will show an increase, but in the long run we 


expect a substantial reduction. 
Mr. BROOME: Thank you. 


Mr. FISHER: Was it the union or management which was the stronger 


moving force in getting a three-year agreement rather than a two-year agree- 
ment? 

Mr. GorRDON: Which one? 

Mr. FISHER: The ones in paragraph 29. The railroad trainmen and loco- 
motive engineers. 

Mr. Gorpon: I do not know. It was just one of those things we talked out 
in discussion. I would not like to claim credit for the Management or the 
union. It was a product of collective bargaining. In order to gain a three-year 
agreement and a period cf peace, we did negotiate a better bargain than we 
would have had with a one-year period. It was a product of collective bargain- 
ing. We weighed one thing against the other and made concessions in order 
to get the three-year period and they accepted it on that basis. 

Mr. FISHER: In respect of paragraph 31, could you give us an indication of 
how that may affect your expenses? 

Mr. GorDon: Yes. I do not want to say anything which will start up a 


diesel trains, which we alleged were unnecessary, will cost us about $14 mil- . 


lon in wages more than we think is necessary. . 
Mr. CREAGHAN: You mean for a year? 


Mr. GORDON: Yes. It will be a declining factor over a period which we ; 


estimate as 15 to 20 years. 
Mr. BROOME: $14 million? 


Mr. GORDON: $14 million of wages to firemen who are carrying on under 
the agreement. 


The CHAIRMAN: Which you do not need. 
Mr. GorDON: That is what has been held. 
Mr. BROOME: So it will be about $140 million over the term? 


Mr. Gorpon: It will depend on the rate of attribution; but if you take the 
mathematical rate, you are correct. 


Mr. BROOME: What would have been the situation if you had not entered | 


into this agreement at all? 
Mr. CREAGHAN: In other words, what did the strike cost them a day? 
Mr. FISHER: No. : . 
Mr. GoRDON: What do you mean by that? 


Mr. FISHER: What would have happened if the firemen had won their 
points in this regard? 


Mr. Gorpon: If they had gone on strike? 
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; FISHER: No, if you had agreed; in other words, the status quo would 


~~ 


Mr. Gorpon: And carry on firemen? 
Mr. FIsHER: Yes? : 
Mr. GorDON: That is what we are doing. 
Mr. FISHER: But you are going to cut down? 
Mr. GorDON: Yes, eventually. 


Mr. FISHER: You said the C.P.R. had the same agreement. They ran over 
ie 000 trains last year which did not have firemen. 


Mr. GorDON: But they had a different timing. As it turned out on the 
timing, we were able to retain all existing firemen in service; the C.P.R. did 
not. I have forgotten the timing; but they had three categories. They had a 
class of firemen who entered the service after April, 1956, and those men were 
laid off as firemen with only a right to get in ona preferred basis: The €:PiR. 
wrote them off as firemen. We were not in that position because we started our 
negotiations a year ago, and from that moment we have not been hiring any 
new ones for the reason that we did not need them on account of traffic. We 
were in the position that we did not have that complication. In answer to 
your question, there is $14 million as of today. That will decline over the 
years. If we have the same traffic level and the same number of locomotives 
involved, our saving will be that amount, eventually. 
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Mr. CREAGHAN: How many of these firemen are involved in it? 
Mr. Gordon: Roughly 3400. 


Mr. CREAGHAN: Is it not true that Posse the greater percentage of these 
3400 will eventually become engineers? 


Mr. Gorpvon: Yes. 
Mr. CrEAGHAN: And once they become engineers they will not be a 
liability? 
_ Mr. Gorpon: That is right. 
Mr. CREAGHAN: And their years of training will be of assistance. 


Mr. GorDON: The agreement in-effect is that these firemen will be retained 
in service subject to the usual terms and conditions of service until death, 
- promotion or pension. 


Mr. FISHER: There is a point I cannot understand about this. You have 
crews set up to run? 


Mr. GorDON: Yes. 
Mr. FISHER: Traffic drops off, so you cut the board? 
Mr. GORDON: > Yes. 


Mr. FIsHEeR: If you are going to send out certain freight crews and yard 
crews without a fireman—you have that right, have you not? 


Mr. Gorpon: No. I think I see your point. The situation is that in any 
class of service where firemen were formerly employed, we are required to use 
them in any assignment. Now, so long as we have firemen over, we will use 
_ them on those assignments; and under present conditions of traffic we have a 
surplus of firemen for that purpose. But as the years go by and the number 
of available firemen drop, we will be at the stage where we will have a diesel 
‘locomotive that would be qualified for a firemen; but we would not have 
enough to go around and at that point we could run the train without a fire- 
man. We have to keep them all employed, and it is only after that we can 
start sending out a freight train or yard service crew without a fireman. 
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Mr. FISHER: In other words, you need a boom in traffic to enable you to a7 eo 


reach that stage? 


Mr. GorDON: It would be a boom as of today before we get in the position a 


where we would have any locomotive assignment without a fireman. : 

Mr. Pascor: I have a question in regard to paragraph 27, where it sets out 
the operation of payrolls. Is that just the labour payroll or for all the office 
staff as well? 


Mr. FISHER: I like that distinction. 


Mr. Gorpon: It is the total payroll, but it includes supervisory and every- Bey 


thing. That is the total payroll covering everything. 
Mr. Pascoe: Incidentally, it shows only 64.2 on page 13. | 
Mr. Gorpon: And here it is 64.6. In one case you are comparing the 


operator dollar and in the other case the revenue dollar. I would remind you, — 


Mr. Pascoe, you made the same point last year. 
The CHAIRMAN: Are there any other questions? Is this section carried? | 


Carried. 


The CHAIRMAN: “Taxes and rents” are next. 


Mr. CHEVRIER: May I ask a question on fixed charges? Mr. Chairman, I am — 


concerned about a portion of this heading, paragraph 33 particularly, and 
what I am going to say is that although the railways have modernized their 
equipment a great deal in recent years the economies which have resulted have 
been offset by increased fixed charges because of the higher capital investment 
required to operate this modern equipment. Is there any indication in the 
future of the fixed charges coming down? 


Mr. Gorpon: Mr. Chevrier, in the capital budget I have a rather complete 


memorandum, and also in the auditors report you will find a reference to 
the problem of our fixed charges. If you would like, I will deal with it, but 
I think you will find it more useful at that point when we get to our financing 
requirements, so to speak, because I can deal with the whole story at that time. 


Mr. CHEVRIER: Without going into the details, I remember just a few 
years ago when the fixed charges were about half of this. 


Mr. Gorpon: Yes. 


Mr. CHEvRiIER: And that is a pretty serious drain on the revenues of the 
Canadian National Railways. I am wondering if there is anything that could 
be done other than writing off, as was done originally in the refinancing. 


Mr. Gorpon: As I have said, the very same question has been raised in 
the auditors report. Remember, these increases and fixed charges are due 
largely to the dieselization program, and starting a year from now I know 
that our capital requirements will decline very sharply. However, if you 
will bear with me until we get to the capital budget, you will see it more clearly 
at that time. 


The CHAIRMAN: Are there any other questions? Gentlemen, we will now 
proceed to “other income’’. 


Mr. HORNER (Jasper-Edson): I do not know whether or not I am 7 order, 
but could I ask some questions with regard to the operations of the Northern 
Alberta Railway. 

Mr. GorDON: Oh yes, it is part of our operation. 

Mr. HORNER (Jasper-Edson): I realize that, but usually there is not very 
much in your annual report with regard to their operations. I understand they 


have started on a program of dieselization and modernization as well. Does 
that include improving their track? 
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Mr. Gorpon: Yes. In regard to the Northern Alberta Railway I would say 
that I am highly dissatisfied with its present operation. 

Mr. BrRooMe: So are the people of Alberta. 

Mr. Gorpon: I think from a service point of view they may have some 
reason to be dissatisfied. Mr. Crump and I have had conferences on this 
subject and we are now engaged in an intensified examination of the Northern 
Alberta Railway and its operations. We are in a difficult position because 
we have a fifty-fifty management operation; that is always difficult. Both 
Mr. Crump and I have agreed we will take a realistic look at it from the 
standpoint of its operation and try to forget the fifty-fifty aspect in order to 
see if we can give a better service and thereby obtain a better financial 
result. | 

Mr. CHEVRIER: What has been the profit and loss position over the years? 
I see here there is no operating profit in 1958. 


Mr. Gorpon: It has been marginal throughout. In some cases we have 
barely squeezed by. But with the fall in traffic this year it was not generally 
a satisfactory operation. Sometimes we make a bit of money—in the order 
of $100,000 to $150,000 a year—but more often it is in a less position, before 
interest. I wonder if I could ask you if you could tell us what has been done 
in regard to projecting the Northern Alberta Railway Company in the direction 
of the Great Slave lake, either by the Waterways end or the Grimshaw end? 


Mr. Gorpon: The views of the Canadian Pacific and the Canadian National 
Railways have been sent to the Minister of Transport. 


Mr. CHEVRIER: Are they the same views? 
Mr. Gorpon: It is a joint report. 


Mr. CHEVRIER: You told us that last year. Is there nothing you can add to 
that? 


Mr. Gorpon: No. 


Mr. CHEVRIER: I wonder if the minister could not help us a bit? Last year 
I asked a question of the president, as to whether anything had been done in 
regard to extending the Northern Alberta Railways to Great Slave lake, either 
from the Waterways end or the western end, and he said his views and those 
of the Canadian Pacific had been transferred to the government. 

Is the government, through the minister, able to give some indication of 
what has happened, because it is now certainly more than 12 months since we 
have had information from the government and. the Minister on it. I wonder 
if he could not help the committee on that? 


Mr. Heres: There seems to be a great difference of opinion among the people 
of the province itself as to. which is the most desirable route. We are still 
examining this question and have not yet come to a conclusion. 


Mr. BrRooME: Could I ask a supplementary question to that? Perhaps I 
could ask it of the minister and Mr. Gordon. The question is; to what degree 
has the thinking of the railway been influenced by the fact that one route means 
captive traffic and the other— 


Mr. CHEVRIER: What type of traffic? 


Mr. BROOME: “Captive” traffic, and the other route means competitive 
traffic through to the Pacific Great Eastern. 

Considering the fact the extension of the P.G.E. has resulted in marked’ 
reduction in the freight tariffs in the Peace river area, the C.P.R. and C.N.R. 
had to reduce their tariffs quite markedly in order to Bey the lower tariffs 
coming through the P.G.E. to the coast. 

What influence has this had with the railways, the fact the western route 


would mean another railroad could participate in the traffic and there could 
21133-4—9 
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be a choice, from the shippers’ point of view, as to which route woud be 5 ey 
followed. They would not have to go C.P.R. or C. N.R.; they could go P. — 
also. 
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Mr. HEEs: It is a very difficult question to answer. The main problem here” ass oe 
could be decided by the people of the province themselves, and it would be a et a 
great help if they would decide, themselves, which route they would pre: x ieee 
Mr. CHEvRIER: Could I ask the president a question? | oo ee 
The CHAIRMAN: Yes. tS coe 
Mr. CHEVRIER: Can the president give the committee some idea of what the Beh e 
cost of this railroad would be, in either direction? _ cea 
Mr. Gorpon: I could, but I do not think it would be Shan te for me to. eee 
to do so. si te 
We have been asked by the government to make a joint report to the gov- se 
ernment on the factors involved in extending a line of the railroad to that point. © 
That report has analyzed, to the best of our knowledge, all the factors involved. 
I do not think it is appropriate for me to discuss any single factor in the aes 
report without discussing the whole report. ee 
Mr. CHEVRIER: I can understand why you would not want to discuss recom- 
mendations to the government, but why is it you cannot tell us what the cost 
of the railroad would be? 
Mr. GorpDon: With the permission of the minister, I would be glad to do so. 


Mr. Hers: I think that is something that can wait for a while, Mr. Presi- fe 
dent; it will not spoil. 


Mr. FIsHER: When was this report forwarded to the minister? When was 
the joint report forwarded to the government? ; : . = 
Mr. HEES: Some time ago. : | : 2 
The CHAIRMAN: The report on what? a 


Mr. FISHER: The report that Mr. Gordon has been talking abou I want to. == 
ask him when it was sent forward. 

Mr. Gorpon: I think I had better be my usual discreet self and leave on . 
question to the minister. He is fully informed upon it. 


‘ ‘e 
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Mr. CHEVRIER: Could I put Mr. Broome’s question another way and cen % . a 
you could answer it, Mr. Minister? Since the railways forwarded their report Ne 
some time ago with definite recommendations, and since there has been this 
subsequent delay, are we to assume that the railways’ recommendations are — x8 
not to be given consideration? . ek 

Mr. Hers: No, you are not to assume anything. a hs 

Mr. FISHER: You will make no statement at all? ee z 

Mr. CHEVRIER: Will the minister not give permission to the president to. se 
tell us what the cost is? ee 

Mr. HeEs: The answer is, “no”. . ae 78 

Mr. CHEVRIER: Can the minister tell us,—over and above what he has _ sn 
already said as to the difference of opinion in the selection of routes—whether - Bok 
there is some other reason why the railroad is not going forward. Ante 

Mr, Hers: The railways have done their job, and they have made a very | as 
thorough study and have submitted a very excellent report to the sree ee > 
The government is now studying that report. oe 


Mr. CHEVRIER: You have been doing that for eas months now—it must 
be 18 months. aa ee 


Mr. HeEs: We have been studying it for a few months; not 18. months. as ae, 
Mr. CHEVRIER: It is over 12 months. = tae ane S 
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’ Mr. Broome: In considering the financing of this railway, will it be taken 
into account the government contribution is not the only contribution from 


- public funds, that the C.N.R. contribution is one from public funds, also, and 


that the only private contribution is that of the C.P.R. ? 
Mr. Hees: All these things are taken into consideration. 
The CHAIRMAN: Are there any further questions? 
Mr. FISHER: We have all kinds of questions on growth and progress. 
_ Mr. McPuinurrs: Mr. Chairman, I have a question on other income. 
The CHAIRMAN: Go ahead, Mr. McPhillips. 


Mr. McPuiturps: On page 29 under the heading of “other income’, the 
statement is rather general, and I want to ask if this included, for instance, 
income from the operation of the Ogden point ocean docks in Victoria? 

Mr. Gorpon: If there is any income it would be under the general heading 
of “Miscellaneous” but I have not any particulars available at the moment. 


Mr. McPuituies: What is the nature of the holding of the docks by the 


C.N.R.? It was put under the C.N.R. for administration purposes in 1923, 


but was it conveyed or leased? 
Mr. Gorpon: I think I have my file here to remind myself of it. 


The CHAIRMAN: Pardon me for interrupting, but in view of the fact that 
the minister is about to leave us, he is ready to answer any other questions 
you may have. 


Mr. Hees: With equal directness. 
Mr. Broome: In the same manner? 
The CHAIRMAN: Mr. McPhillips, if you or any member has any question 


_to ask of the minister, I think he would be glad to answer it before he leaves. 


Have you any questions? 
Mr. FISHER: Not for the minister; we have asked him enough. 


Mr. Gorpon: I take it you are referring to what is known as the wharves 
in the inner harbour of Victoria, British Columbia, which was related to the 
Grand Trunk Pacific property? 


Mr. BRooMeE: No, the outer docks at Ogden point. 


Mr. McPuiuuips: I suggest perhaps it would be easier for the president 
to look it up, and I could refer to it again tomorrow. 


Mr. FisHER: Would you file this year, as you did last year, your profits 
and losses in the various hotels? 


Mr. Gorpon: Yes, I will do that if the gonnetige wishes me to. I will 
have it ready for you tomorrow. 


The CHAIRMAN: Hotel operations are coming up. 
Mr. CHEVRIER: No, we are on them now. 

The CHAIRMAN: Yes, it is part of this. That is right. 
Mr. FisHER: I wanted to get that on the record. 


Mr. CREAGHAN: While we are on hotels I have a couple of questions. 
I would like to know which one of the hotels showed a profit, and which one 
had a loss? 

Mr. GORDON: I will give you a statement in full tomorrow. 

Mr. BROOME: If you file a statement, that is good enough, is it not? 


Mr. CREAGHAN: I think a statement would be all right. He can give me 
a statement on hotel operations. 
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Mr. Gorpon: The statistics we are talking about show the net result of 
each hotel. I have it right here; it will only take a minute to put it in and > 
we can get rid of it. This is the net income. The Bessborough hotel shows 
a loss before interest of $16,413. The hotel Charlottetown and the rest show 
a net profit. 5 

The Charlottetown’s net profit was $13,696; that of the Chateau Laurier, 
$128,547; the Fort Garry, $161,211; Jasper Park, $86,077; the Macdonald, 
$543,821; the Nova Scotian, $54,680; and the hotel Newfoundland, $205,096. 

Then there is our portion of the Vancouver hotel which is shown as 
$154,642. . 

Mr. CHatirMAN: I have a very picayune criticism about the Chateau 
Laurier, after living there since 1925. They made $128,547, and I suggest 
_they put in televisions similar to what you will find in motels and other hotels. 

Mr. Gorpon: It is being engineered right now. We will have them in 
very shortly. 

The CHAIRMAN: I was lugging around a portable radio. Quite often 
when I want to listen to Mr. Chevrier on the radio I find that half the time 
the batteries have gone dead. I think with a hotel which is as fine as the 
Chateau Laurier it is unfortunate—and I have heard it said by tourists and 
other people, world travellers from Europe. This is our capital city. 

Mr. CHEVRIER: I agree. 

The CHAIRMAN: I was being facetious in my remarks, but it is the capital, 
and I have heard people from Europe, world travellers, say that they think 
in many ways it is the nicest hotel they have ever stayed at. It is like the 
Chateau Frontenac, but quite frankly it seems to be a little behind the 
“eight-ball” when they have neither radio nor television in the rooms. 


Mr. FISHER: I agree, and I congratulate you, Mr. Chairman on being able 
to afford to stay there. 


The CuHartrman: I do not know about that. I have not paid my bill yet. 


Mr. FRASER: Last year I asked about television when Mr. Gordon said 
that he had one in his room and that he ran the aerial up the chimney. I 
myself rented one from the Chateau, but I could only use the rabbits ears on 
it because there was no outside aerial. 


Mr. GorDON: We have engineering work going on in the matter of getting 
television into the Chateau Laurier. Perhaps Mr. Sommerville could say a 
word about it because I see he is here. 


Mr. R. SOMMERVILLE (Gen’l Mgr. Can. Nat. Hotels): Mr. Chairman, some 
time this fall there wil] be television and radio in every room of the Chateau 
Laurier, and they will be connected to a central antennae. 

Mr. Gorvon: It is in this year’s budget. It will be properly engineered, 
and you will get good reception. 

Mr. FRASER: When you Say that you will get television for us, I hope you 
will not increase the rates because they are high enough right now. I have 
been staying there for 19 years. It is the only hotel I 0 to that does not 
have television. 

Mr. GORDON: Wherever a hotel on the North American continent has put 
in television, you will find that they have increased the rates. 

Mr. FRASER: In regard to the new parking facilities at the Chateau, do 
you expect to make any revenue out of them? te 


Mr. GorDON: Yes, we do. I feel you should refer to them as Gordon’s 


it is installed now, and it is being handled by concession as ¢ ae 
° ? t 
parking space; and we expect to make money out of it. © the actual 
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Mr. FRASER: What about its use in wintertime? 

~ Mr. Gorpon: It will be available in wintertime; it will be kept ploughed. 
That is the intention. It remains to be seen how successfully it works out. 

Mr. CHEVRIER: It is much less dangerous to eat there than it is in res 
House of Commons area. 

Mr. GorDON: We were most regretful that we could not get our siminrete 
plan—that is, a larger strip of the park at the back of the hotel. But we were 
unable to make an arrangement with the Federal District Commission. If any 
of the members of parliament have some influence in that direction, I wish they 
would start to put pressure on now, in order that we may get a larger share 
of that part of the park to give usa larger parking area. I invite your coopera- 
tion and assistance in applying pressure, because I do not know how to do it! 


Mr. FRASER: With respect to this addition to ‘the Nova Scotian hotel, will 
it have television in the new part. 


Mr. Gorpon: There will be television in the new part. 
Mr. FRASER: And radio also? 
Mr. Gorpon: A combination, yes. 


Mr. CARTER: Has Mr. Gordon any plans for an extension to the New- 
foundland hotel? 

Mr. Gorpon: I cannot say that it is in the planning stage yet, but it is 
definitely under consideration. We do not feel that we should be doing any 
more in the hotel field until we get through with the Nova Scotian; but we 
are trying to convince ourselves to bring forward a recommendation with 
respect to the Newfoundland. 

Mr. CREAGHAN: With respect to this aciies of $1.9 million net from hotels, I 
presume there is another figure in here to cover the Queen Elizabeth? Is that 
shown on page 29 as interest on income? 

Mr. Gorpon: It is included in the item called “Hotel Income? which you 
will find on page 29. 

Mr. CREAGHAN: That is a point I was not certain about. In the figures you 
gave us you did not mention the Queen Elizabeth. 

Mr. GORDON: Do you want that figure? 

Mr. CHEVRIER: Yes, I do. I was going to ask the president if he would 
not tell us just how the contract with the Hilton people is working out at the 
Queen Elizabeth, whether satisfactorily or not, over and above what is con- 
tained in the report. . 

Mr. GORDON: Yes. 

Mr. CHEVRIER: And what is the revenue for the year 1958? 

Mr. GorRDON: Well, I can give you the net profit to the Canadian National 
Railways in 1958, but you should remember that it only operated for a portion 
of the year. It was $519,753. But that has to be substantially qualified by the 
fact that it was operated not only for part of a year, but it was also in the 
early stages of settling down. In other words, I would say that we would — 
do even better when we get the full year of 1959. 

Mr. CHEVRIER: Then you will have a profit of $1 million a year at that 
rate. 

Mr. Gorpon: I would not predict that it would be more, but I would be 
disappointed if it is not. 

Mr. CHEVRIER: Can you say a word about the nature of the agreement 
with the Hilton people? 

Mr. GorRDON: Yes. You will pee that in previous discussions about 


it I took the position that it would not be appropriate—and the committee 
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supported me—to divulge the split or division between us, under the agree- — 
ment between Hilton and the Canadian National Railways, for the reason that 
we had a much more favourable agreement with them than any of their other | 
hotels throughout the world, and that they would be embarrassed if we 
revealed that figure, because it would be used against them in negotiations 
elsewhere. 

We are able to justify that more favourable agreement by using the 
special position of the Canadian National hotels in Canada; so they have asked 
us particularly not to make that figure a matter of public knowledge. But I 
have no hesitation in giving you the net position as it affects the Canadian 
National Railways. 

Mr. FRASER: Does that include all the bond expenses and costs? 

Mr. CREAGHAN: He said net. _ 

Mr. GORDON: It covers all taxes, and provision for all taxes, also for | 
depreciation on the building, but it is net profit before interest on the invest- 
ment. . 

Mr. CREAGHAN: What is the total investment? as 

Mr. FRASER: And what would the interest be?> 

Mr. Gorpon: The investment, roughly, is $25 million. 

Mr. FRASER: On the Queen Elizabeth alone? The Queen Elizabeth itself? 

Mr. CaTHERS: It is shown on that page under hotel real estate; Canadian 
National Hotels, $29 million. Surely that is not right. 

Mr. GorDON: Which page is that? 

Mr. CATHERS: Page 34, under capital stocks owned by system, Canadian 
National Hotels Limited..... $29,257,700. se 

Mr. GorDON: That does not include the Queen Elizabeth investment.- 25 "=a 

Mr. Pascoe: I wonder if Mr. Gordon could indicate the reason for the = 
loss at the Bessborough hotel? : zr 

Mr. Gorpon: I am sorry, I was listening to someone else. . 

Mr. Pascoe: I wonder if you could indicate the reason for the losses in 
the Bessborough Hotel, whether it is loss of business? 8 

Mr. GorDon: I would think it would be summarized by lowered traffic— ee: 
lack of business, yes. ee 

The CHAIRMAN: Any further questions? : 

Mr. Broome: Is the joint operation of the Hotel Vancouver very satis- 
factory, the fact that two railroads are operating it? Would it not be much 
better if either you sold out to the C.P.R. or they sold out to you, and which- 
ever railroad sold out built another hotel in Vancouver? 


Mr. GorDOoN: That is one of those $64 questions. We own the building, ? 4 
you remember, and the Canadian Pacific Railway back in 1937 undertook to 
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joint ownership. So we own the building and there is a rental charge as i : 
part of the joint operation; and that is an operation, I think, which is reason- _ a 
ably satisfactory. ee: 

We regret the agreement at the present, that is, present-day management | “ie 
of Canadian National regret the agreement, but we do not quarrel about it. ae 


In the circumstances under which it was made it was probably a sensible 
thing to do. | ie Pa 


Mr. BROOME: You might force the Canadian Pacific to build another 
hotel if you kicked them out. eat ete : 


Mr. Gorpon: I find it very difficult to force the Canadian Pacific Railway 
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to do anything. 
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Mr. DRYSDALE: I have difficulty placing it, but it seems to me there was 
some contemplation by the Canadian Pacific Railway that this would be 
turned over to the Hilton organization. 

Mr. Gorpon: In Vancouver? 

Mr. DRYSDALE: Yes. 

Mr. Gorpon: No, the situation that you are recalling is that under our 
agreement with Hilton it was on a particular transaction and they would not 
go into the hotel business in any city in which the Canadian National Railways 
already had a hotel; in other words, they would not compete with the 
Canadian National without the consent of the Canadian National. However, 
we excluded from that agreement the city of Vancouver, because they were 
currently discussing such a possibility at that time. The way it was laid 
down was that they would notify us of their intention to go into Vancouver 
at any time and then we had the option of inviting them in with us or con- 
senting to their going ahead. 

Mr. DRYSDALE: You would like, I suppose, to operate the hotel under the 
Hilton organization if you could? : 

Mr. Gorpon: No, I do not think we could, under the agreement with the 
Canadian Pacific Railway, turn the hotel over to Hilton operation. 

Mr. DryspaLe: Of that $154,642 what share did the Canadian Pacific 
Railway get? 

Mr. Gorpon: It is fifty-fifty after allowing for the fact that we get the 
rental as owners of the hotel. 

Mr. DRYSDALE: Is that included in the $154,000? 

Mr. GORDON: Yes. 

Mr. CHEVRIER: No, that would not be included. | 

Mr. CREAGHAN: That was close to the question I was leading up to. You 
said that the net figure of $519,000 did not give any consideration to the bond 
issues? 

Mr. Gorpon: That is right. | 3 | 

Mr. CREAGHAN: Does the same formula prevail for the profit and loss 
statement on the other hotels or are those real profits? 

Mr. Gorpon: Those are all profits before interest. 


Mr. CHEVRIER: So the comparison is the same between the Queen Elizabeth 
and the other hotels. 


Mr. CATHERS: Is that a good accounting practice to say you have a profit 
before you pay the interest on the money you have borrowed? 

Mr. GORDON: So long as we declare it, it is quite in order. 

Mr. CATHERS: Rather unusual. 


Mr. CHEVRIER: Why have you followed that practice with hotels and do 
not do it with your other operations? 


Mr. Gorpon:.I think we do it on our other operations. 


Mr. CHEVRIER: In your annual report you have shown a number of things 
before you declare your profit or loss. : 


Mr. CATHERS: Fixed charges come off first. 


Mr. GorDON: You have got to remember this is a consolidated statement 
we are discussing. The interest paid on the total amount of our capital invest- 
ment is shown on page 29 of the consolidated statement, so the end results 
of the railway in respect of interest paid have already been taken into account. 

Now, in regard to the hotels, I can give you the figure for interest if you 
think that is the figure you want to put on it. We do not provide any for the 
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hotels. It is just part of our general financing. The only figure you could x 
on and make sense, I suppose, is to take the average rate of interest. t 
railway pays from year to year on loans then outstanding. That changes fro 
year to year. : Syeaa ee 
Mr. CATHERS: But do you not think you cannot say you have a profit on 
the operation when you have not paid your interest? : ; 
Mr. Gorpon: It is just a matter of terminology. | | es ame 
Mr. DRYSDALE: Does that $29 million for the hotels include interest? he Apa 
Mr. TOOLE: It is impossible to allocate your funded debt to specific assets. . 
We have funded debt and we have share capital. Those are our two sources 
of money, and during the season those two sources are spent for different — 
assets. So before you have paid for these moneys you cannot say, “The money 
I borrow today I will use for this asset and the money I borrow tomorrow will 
go to that asset.” The bond issue today belongs to no particular asset. ae 
Mr. CATHERS: Then I think you cannot follow up and say you have a profit 
on that operation. : | | 7 ae 


Mr. GORDON: We do not; we say a net profit before interest. ee ee Ss : 
The CHAIRMAN: As long as you say before interest when you read it, as 
has been said, it does not make it as clear as it does when you analyse it. _ 3 


Mr. CaTHERS: I would like to ask Mr. Gordon, this Queen Elizabeth 
arrangement you have made on which they are operating it, they are just oe 
the managers of it, are they? ae 3 ! | 

Mr. GORDON: Yes, that is right. : yee etn. 

Mr. CATHERS: Is that going to be a policy of the Canadian National in — ‘eg 
connection with their other hotels? Ee ete 

Mr. GORDON: We have no other discussions of that kind going on at the 
present, and I would not like to forecast forever, but there has been no > 
immediate consideration given to any other arrangement of that kind. — 

Mr. CATHERS: Well, do you see any justification when you look at those 
figures for the railroad staying in the hotel business? . 
Mr. Gorpon: No. oa zs 

The CHAIRMAN: Mr. Chown? 

Mr. CHown: I want to ask a question of Mr. Toole, Mr. Chairman. As he 
knows, there was a change in auditors both for the eastern region and the 
western region this year. Are you satisfied with the service they have rendered? 

Mr. TooLe: All I can say on that is that the new auditors have not yet 
started to work. | | 

Mr. GorDON: Just one moment. I want to say here I do not think it would 
be appropriate for us to express an opinion on the auditors. The auditors are — 
appointed by the government. 


The CHAIRMAN: That is another question you should have asked the 
minister. | 


Mr. GorDON: The auditors are appointed by the government and the 
government should express a view. ere 


Mr. CHown: They have not been the auditors yet? 


Mr. Gorpon: No, the previous auditors have cleaned up the audit for 1958, 
and the report which we will be considering from the auditors is the report 3 
of George A. Touche and Company, and they will be available here to comment 
on the 1958 year audit. aot 

Mr. FRASER: Mr. Chairman, may I ask a question? A ah 

The CHAIRMAN: Yes, go ahead. 3 ; 3 omer ece inti a 
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Mr. FRASER: In the agreement with the Hilton people do they pay for 
the wear and tear on the furniture, rugs and so on in the hotel? Do they replace 
them or does the Canadian National? 3g mepororigge SS SRS 

Mr. GorDon: Well, there is a whole page of arrangements in regard to the 


accounting and the bookkeeping, but I can say, generally speaking, they do 


take care of that type of thing as part of the payment that is included in the 


arrangements; so that-at the end of the agreement or at the end of a given 
period we should have accumulated a fund which would enable us to replace 
the wear and tear. 

Mr. FraSER: At the end of their lease, then, you would be clear, so that 
you could replace the furniture... 

Mr. Gorpon: Not necessarily at the end of the period; but they would 
have exhausted the period of life in it. We have a life period for each type 
of asset. Furniture runs about 12 years. We depreciate on that basis. 

Mr. CaTHERS: Have you any funds to replace the furniture in the Chateau? 

Mr. Gorpon: Not as such. 

Mr. CREAGHAN: Mr. Fraser’s second last question pretty well took the 
interest of my question. I am dealing now with hotels. 

Last year, if you remember, I asked you several questions about a hotel 


in New Brunswick, in order to make your company truly national, because 


you call it the Canadian National Hotels. I was very interested in your state- 
ment to Mr. Carter that there was some possibility of an extension of the one in 
Newfoundland. Far be it from me to want to say anything that might affect 
that hotel; but I was wondering if Mr. Sommerville could tell the committee 
if you have any plans for a hotel in New Brunswick. 

There has been expectation,~hope and talk there for the last 25 years odd, 
and people still expect one. I am not concerned about where it would be 
located; I feel quite confident that if you came into New Brunswick you would 
come into the city of Moncton. I was wondering if Mr. Sommerville or your- 
self could make a statement on that. : 

Mr. Gorpon: That would be a question of policy and would not be proper 
for Mr. Sommerville to answer. He is the general manager of hotels. The 
general policy of where we build a hotel would be a matter for the management 
of the C.N.R., so I will answer your question. We have no intention of building 
a hotel in Moncton. 


Mr. CREAGHAN: That is the answer You gave me last year, and it seems to 
me that it would be quite appropriate and proper if your company would at 
least conduct a survey of the hotel industry there. 

“Mr. Gorpon: That has been done. _ 


Mr. CREAGHAN: It was done 25 years ago, and you built it on Prince Edward 
Island. . 

Mr. GORDON: Someone—I have forgotten who—asked me whether we saw 
any reason for staying in the hotel business, and I answered the question in 
the negative. ; . 

It is not our intention to build hotels anywhere. The only exception to that 


general policy has been the Queen Elizabeth hotel, which was built not so much 


for the purpose of an hotel, but it had a very valuable collateral purpose in 
establishing in the terminal site a development of an area which had lain 
dormant for over 30 years. We came to the conclusion, as management, that 
if we showed faith in the area to the extent of trying to put some life in it, 


we could liven up the whole terminal area. 


Our gamble—and it was a gamble; it was a business gamble—has paid off, 
because of the fact that we put the hotel in that area and we have now got a 
going business there. That whole terminal area has become very valuable; 
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today there are some $300 million of buildings planned for erection on what 
was laughingly referred to as “the hole in the ground”’. ed. 
Mr. CHEVRIER: With reference to the Place Ville Marie, which is across . 
the way from the hotel—and to which no reference is made in the report— Bs 
what progress has been made with the Webb and Knapp people, and to what Ra 
extent is the construction work proceeding on a portion of what has been eae 
referred to, unfortunately, as “a hole in the ground”, which is turning iInto:a 2 
very profitable enterprise, I believe? 


Mr. Gorpon: The Place Ville Marie is not a C.N.R. project. It was part of 
the agreement we made with the Webb and Knapp interests to develop the 
area of what has come to be known as the Cruciform. The building is still 
incomplete. They have a time limit, to show good faith, in the matter of the 
erection of the building. The foundation work is well advanced, and my last 
recollection was that the steel contract had also been awarded; so it is in 
progress. : Wie 

Mr. CHEVRIER: You own the ground rights, and they have leasehold rights? 

Mr. GorDON: Yes, a 99-year lease. 

Mr. CHEVRIER: The building will be theirs? fines 

Mr. Gordon: The building will be theirs, subject to any arrangement they 
may make with other people in respect to a purchase arrangement which we 
made with the Royal Bank of Canada, and announced about a year ago. 

We sold out our property rights in that respect, but held back in perpetuity 
that portion of the foundations needed for railway purposes. So when the : 


99 year lease is over, the building will be under the ownership of the Royal ~ a 
Bank of Canada. gai vita 


Mr. CHEVRIER: What you have said applies to the Cruciform building only. & : 
What about the other parts that are to the west of that? : e 


Mr. Gorpon: There is no development in that, but that is also part of 
the Webb and Knapp program. They have now got the Place Ville Marie well 
advanced. There is a building to be erected just across from the Sun Life 
there. There is a building in the plan there, but that has not proceeded beyond _ E 
the planning stage at the moment. . ay 


Mr. CHEVRIER: So there is a building planned there? 
Mr. Gorpon: North of Dorchester, yes. 


Mr. SMITH (Simcoe North): So one of the reasons for building the Queen . ; 
Elizabeth hotel in Montreal was to increase the real estate value of the land 
already owned by the C.N.R. in that area? ; 


Mr. Gorpon: That is quite right. We took a business risk in trying to ae 
stimulate interest in what I have referred to as “‘the hole in the sround’..—. a 

When I went to the C.N .R., one of the first things that worried me was that Seas 
we had in the heart of Montreal a very large potential of real estate value, if . 
it could be sparked and stimulated. We tried everywhere to get someone to 
take an interest in that development. That was not possible. I tried to get 
somebody to take an entrepreneur risk in that development, but that failed. _ 

We then embarked on the hotel project ourselves, with the conviction — 
that we could make a success of an hotel. But the two things really hung 
together and, without explaining why it was, we made an exception. 10> Our a3 
general policy, which is that we have no interest in erecting any new hotels 
anywhere. We will extend or expand existing buildings, if we feel it is to our. ee 
economic advantage to do so; but we do not wish to erect any further hotels. eA 
_ Mr. Smiru (Simcoe North): Having regard to the net income of the hotel, Pee 
in regard to the capital investment, it is not a terrific financial SUCCESS, 16 Tika 

Mr. Gordon: No. But you must remember that times have changed. The -o1 


reason the railways went into the hotel business was to encourage passenger 72 
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traffic to come and stay at the hotels. But that reason does not apply now. 
Habits have changed: a great deal of the railway business comes in by auto- 
mobile and aeroplane, and it is no longer the attraction it used to be. 

Mr. CREAGHAN: Does your company own T.C.A.? 

Mr. Gordon: Yes; but we do not receive dividends from AVG 

Mr. CREAGHAN: So it does not matter how the passenger gets to the hotel, 
whether it is by T.C.A. or a subsidiary company? 

Mr. GorDON: Yes; but we do not need the hotel to attract them any more. 

Mr. McPuintuies: How many years has that agreement in respect to the 
hotel got to run? 

Mr. Gorpon: May, 1960. 

Mr. DRYSDALE: Mr. Gordon, I think you have misunderstood me before— 

Mr. Gorpon: One moment. I want to correct that, because, while it is 
May, 1960, for the Vancouver Hotel, there is an option for renewal for 21 years. 

Mr. DRYSDALE: Before, when you mentioned this item, I mentioned this 
amount of $154,642 and I asked if that included the rental. You said, “Yes”. 
I wonder if that is correct. — 

Mr. GORDON: The rental on what? 

Mr. DRYSDALE: This is the Hotel Vancouver. 

_ Mr. GorpDON: It does, yes. 

Mr. CHEVRIER: But that is the net income, is it not? 

Mr. Tooue: The rental is part of the income. | 

Mr. DRYSDALE: What does the C.P.R. get; let us put it that way? 

Mr. GoRDON: There is a formula breakdown, and you have to go back to 
the formula to understand it. We took $277,948, but we had to provide our 
own depreciation in that. Having provided depreciation, our net figure is 
$154,642, which is the figure I gave you. The breakdown for the C.P.R. is 
$137,949. 

Mr. DRYSDALE: How much is the.yearly rental for that? 

Mr. Gorpon: It is a formula breakdown here. What I have to be careful 
of is that I do not expose myself to income tax. That is why I am careful 
of my figures. The total available profit is $415,897. You start with that 
figure and then you split it. 


Mr. Too.ue: It is all rent. You split it and the whole income is considered 
rent. 


The CHAIRMAN: Are there any other questions? 


Mr. HORNER (Jasper-Edson): I realize that Jasper Park Lodge is one of 
the things near to your heart. Would not perhaps an airport at Jasper be a help 
in bringing business to the lodge? 


Mr. CHEVRIER: Do you not have a landing strip there? 


Mr. Gorpon: There is a landing strip. I am not sure whether or not it is 
used to any extent. 


Mr. SOMMERVILLE: There is a landing strip for small aircraft. 
Mr. HORNER (Jasper-Edson): What I have in mind is something larger. 


Mr. GorDoN: You must remember that Jasper has a very short season. 
The cost of an airport to service that very short season would be pretty much 
out of the question. 


The CHAIRMAN: Are there any other questions? If not, we will go to 
“srowth and progress”. | 


Mr. CHEVRIER: Could you tell us what new branch lines you have in mind 
to construct in 1959? 
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Mr. Gordon: We have no new lines in contemplation ir 1 
are ready to go forward with legislation on them. Ey y th 
construction has been approved in the form of a bill. Tt ) 
line, the Optic and Chisel lines, and so forth, which were le 


Mr. Gorpon: That has been mentioned; but there is 
respect of it now. : : 


Mr. FISHER: Will the fact that a road is being built 
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effect? _ é ae eran, 
Mr. Gorpon: It will depend on what terms we can reac 


operators on the edge of that district, in terms of a guarantee. net ts 


Mr. FISHER: Have you studied the possibility of putting in a 
at Nipigon? _ | ee 

Mr. Gorpon: Nothing definite. Our Policy in that respect is to di 
with the people who may have in mind mineral development. | . 
show us they are at the point where they will undertake at 
we will get on with a survey of the line in order to determing 
the nature of the guarantee. Soe : Sipe. 


BO 
iF, : 


Mr. FISHER: The story is going around that they are st : 
facilities at Jackfish on the C.P.R. I would hope the C.N.R. wor 
interest all the way and not have the C.P.R. move in alone} 2% Gec 


Mr Gorpon: I can certainly assure you we are alive to our 
but the Anaconda people are not far enough ahead in the eco 
exploration of the ore deposits. oo 


Mr. CHEVRIER: What is the building which you are construct ng jus’ 

of Montreal? It is not a branch line? DEON el ED etc toe 
Mr, Gorpon: You-mean the Cote de Liesse yard? _ : 
Mr. CHEVRIER: The track seems to go in that direction, + a4 

Mr. Gordon: It must be the yard. It is the new hur 
Montreal terminal. | : ey ae See 
Mr. CHEvrtERr: Is it exclusively for freight traffic? S 3 : o eas 

Mr. GORDON: Yes. It is the marshalling yard in that area.’ = 
Mr. CHEVRIER: Have you not rerouted a portion of the passe 
Mr. GorDon: You are thinking of the swinging of the C.P.R : 
through on the Lachine diversion. ) rere nas 


Mr. CHEVRIER: Yes. tga) eee | 
Mr. GorDon: That was brought about by an arrangement mad be 
ourselves and the city of Lachine, whereby we routed the line so as ORs 
cutting over through the centre of Lachine. If we had taken o : 
get access to our Cote de Liesse yard, we would have had | 
of Lachine right in two. We have been in discussion with t¢ em { 


y have to cross your line and v 


Mr. Gorvon: No. We were able to separate the grade. i 


set-up. We have to pa 


Mr. Monvterry (Verdun): In s 
planning some time to 


peaking of Lachine, did I 
close the Lachine Station? © ena 


bys 
YS: We ¥ 
Y aie Sy 
ae ae 
Raed 1% 
, ou Bs Ger ~~ ie 


ie 


EDT areal 


Ah “Me 


a 


cian 


at 


‘ 
fa 


fe 
: 

- 
ee, 


ep ES 2 


oN 


Se ee ee ee RAO Te Nene OL ae CR ES Mp marsala ys 


genk p> 2 Ringe: ee 40 ¢ oe, 


arp 


} 


os 


be available if any other properties are opened up in the region of Shebandowan 
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Mr. Gorvon: Yes. The line through Lachine, as it presently exists, will 


be closed, except as a switching line for one or two industries which remain 
on the spur. There will be no traffic as such and the passenger service wo 


be discontinued. 
Mr. MonteEItTH (Verdun): There will be no station near Lachine after that? 
Mr. Gorpon: No passenger station. 
Mr. FIsHER: How is the line working out which you put into Manitouwadge 
where you are in very direct competition with the C.P.R. 
Mr. Gorpon: Pretty well. I would like to see some more traffic; but we are 
not too disappointed. 
_ Mr. FisHer: Are you meeting out-of-pocket expenses? 
_ Mr. Gorpon: I think so. 
Mr. CuHEvrier: I believe it has been in operation for about four years. The 
statute was passed in 1954. 
Mr. FISHER: The C.P.R. shipped their first ore about three years ago. 
Mr. CHEvrier: Is it a profitable operation each year? 
Mr. GorDON: We think so. We believe it has a good potential. 
Mr. FisHER: I still cannot figure out why there should be two branch lines 
in there. 
_ Mr. Gorpon: Neither can we. We were in there first. The C.P.R. got in 


aes GF 


' from the south. 


We felt we had the first right of access. The developers, however, the 
people in the camps decided they wanted two railways and they approached 
the C.P.R., who decided to build. There was no way as far as I know, to stop 


- them. 


Mr. FISHER: May we ask questions on roadways? 


mee a The CHAIRMAN: Yes. 


Mr. FrsHer: Have you any plans to include a roadway to Atikokan? I 


a _ believe they are > making arrangement for a reputedly very sharp increase in 


traffic. 
_ Mr. Gorpon: Are we speaking of Steep Rock? 
_ Mr. FISHER: Yes. 


| Mr. Gorpon: We have been very disappointed with fie value of the ship- 
ments out of Steep Rock, so far. We are now equipped to handle well beyond 


_ the amount of ore which has come out this year and which is expected for the 


next coming year. We will keep our eyes on the development there. 
Mr. FIsHEeR: In respect of the ore dock at Port Arthur, will those facilities 


? 


or anything of that sort? Will that be kept open? 
Mr. Gorvon: If they ship over C.N.R. lines, yes. 
_ Mr. Fisuer: It is not restricted to Steep Rock? 
Mr. Gorpon: No. 


Mr. CHEVRIER: Under “new rails’? what progress is being made in the con- 
eo of the other half of the Chibougamau line from St. Felicien to Cache 
ake 
? 


Mr. Gorpon: It is well in hand. 
Mr. CHEVRIER: Will it be completed this year? 


i Mr. Gorpon: The grades and the bridges are well advanced and the track 
laying is under way. We are estimating that we will be able to commence train 
Service by the end of 1959; that is this year. 


Mr. CHEvRIER: Is it correct that the contractor or the contractors are having 


some pretty serious difficulties? 
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Mr. Gorpon: There have been difficulties with the contractors concerned, 
and these difficulties are now being discussed. Some of the contractors have 
claimed they have lost money on certain portions of the work. = a 

Mr. CHEVRIER: It seems to me I have heard that one before. | ae 

Mr. Gorpon: Yes, it has been going on for some time and I do not know — . 
the outcome of it at the moment. : ) ce 

Mr. CHEVRIER: Could I ask you a question about another railway. There 
were representations made recently to the Minister of Transport in regard 
to the Gaspe Railway, and I notice the C.N.R. have made some studies of 
various routes. Have those studies been advanced in the last year or so? 

Mr. GorDon: No. We made studies on a number of occasions over many __ 
years. In fact, we looked over a total of seven different routes but we have | 
never been able to make one stand up economically. So we have no plans 
in regard to extending the Gaspe route. 

Mr. CHEVRIER: I thought there was one route which, with a government 
contribution, might lend itself to a profitable operation. a 

Mr. Gorpon: There was one at one time and they changed their minds Cont 
and drove a road up to— 

Mr. CHEVRIER: Murdochville? 

Mr. GorDON: No, that is not the port. 

Mr. CHEVRIER: Gaspe is the port. 

Mr. Gordon: It was not that. ; 

Mr. CHEVRIER: The road runs from Gaspe to Murdochville. 

Mr. Gorpon: Is Murdochville on the coast? 

Mr. CHEVRIER: No, it is inland. 

Mr. Gorpon: I am talking about another place. 

Mr. CHEVRIER: Oh, it is Ste. Anne des Monts. 

Mr. Gorpon: In any event none of the ones we examined stood up. ; 

Mr. FISHER: In the introduction of automatic machinery in so far as taking — 
care of roadways is concerned, have you completed your expenditures in that — 
regard or have you still some way to go? 

Mr. GorDON: On what roadway? 

Mr. FISHER: In connection with the automatic machines you use for bal- 
lasting, tie-lifting and tie-setting. 

Mr. GorDON: That is a continuing program. We have so much in our 
budget each year for that purpose. The machines wear out. Although we are 


almost completely equipped, we have so much in our capital budget each year 
for the renewal of this equipment. | 
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Ca 
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into the side of these cars. Shortly after that the government put in a bill 
and allowed the railways so much a year to paint these cars. Would Mr. Gordon 
tell us how many the C.N.R. have painted? : 


Mr. Gorpdon: None. 

Mr. FRASER: Why? 

Mr. GORDON: Well, first of al]l— 

The CHAIRMAN: Gentlemen, it is a quarter to ten and I suggested we would 
adjourn at quarter to ten, to meet tomorrow morning at nine o’clock. 

Mr. FRASER: Mr. Gordon, will you answer this question tomorrow morning? 

Mr. GorRDON: Yes, Mr. Fraser, I will do that. 


RAILWAYS, AIR LINES AND SHIPPING 143 


me ATLANTIC REGION 
va Mileage Round 
gin" Between Class of Traffic One Trips Service 
ee ae j Way Per Frequency 
= 8? 2 ; Day 
Bathurst-Tracadie, N.B.......... LG. & Hixpress sir ok 81 1 M to F 
ee is, Bathurst-Shippigan, N.B.......... L.C.L. & Express.......... 77 Pan Mote Fe 
—.--- Campbellton-Bathurst, N.B...... | ORG Bes GALE Aaetl a tued e 79 1 MtoF 
ae : Campbellton-Dalhousie, N.B..... Exp., Mail & Baggage..... 16 2 MtoS 
wed Charlottetown-Georgetown, P.E.I L.C.L., Exp. & Mail...... 49 1 MtoS 
nt? Charlottetown-Murray Harbour... L.C.L., Exp. & Mail...... 68 1 MtoS 
‘aa Charlottetown-Souris-Elmira, 
wie rer ee ee crak Pate: ssh le TeGiln, Exp.& Mail i332: Tip 1 M to S to 
=i Souris 
chs 92 Tue. & Fri 
an Elmira 
5 be Charlottetown-Summerside, P.E.I. L.C.L. & Express......... 48 1 to § 
hoa: Hrederieton-Fhdmundaton, N.B.es). L. Cilio. eee FA 205 Outbound 
ae Tue. & 
ne Thurs. 
ay Inbound 
Vy Wed. & Fri. 
Ws Halifax-Shelburne, N.S..........- th Gra Bel tn pose ae hatpienss bar des 168 Outbound 
‘ie : Monday 
“1 Inbound 
bs Tuesday 
ony Halifax-Bridgewater- 
¥ a EANER DUPE. IN Se aut ae see Se rt i AOE: Vet caret aue rs Oke) 77 1 Thursday 
oi Ta niax~ PTUrO Ne ce iss cette cee Wes Ase ld oe a ee F832 1 Wed. & Fri 
=e) Inverness-Port Hawkesbury, N.S. L.C.L. & Express..... aie St 1 Tue. & Sat 
<* *Lunenburg-Mahone Bay, N.S..... FLSDRCSS ciel cics he eee 8 2 MtoS 
my Moncton-Havelock, N.B.......... L.C.L. & Express......... 31 1 MWF 
ity Moncton-Newecastle, N.B......... b.Gb & Express: ees 87 1 MWF 
it Moncton-Pointe du Chene, N.B... Exp. Mail & Baggage..... 25 1(2) M to F(Sat.) 
_ Moncton-Richibucto, N.B........ L.C.L. & Express......... 62 1 M to F 
by) *Mulgrave-Havre Boucher, N.S.... Express........ Leanne a eel 10 2 MtoS 
*: Moncton-Saint John, N.B......... L.C.La& xpress. os es 98 1 M to F 
*: Moncton-Springhill Jet.— River 
sh 1 SIs) 5) hg roan ble ye CBT menage Ra ee b@ LL. & Express... 5 oe: 12 1 MtoF 
cr Newcastle-Chatham, N.B........ EP MOSGe pra Ve coe eee 16 2 M to F 
e, Newcastle-Fredericton, N.B...... L.C.L. & Express: ........ 115 1 MtoS 
3 Newcastle-Loggieville, N.B....... Express & Mail........... 18 4 MtoS 
New Glasgow-Port Hawkesbury, 
ie 130) BGO Long abe ol gt Pe Di -Aa daw es chee ee 79 1 M to F 
ee New Glasgow-Oxford, N.S........ BSAC Si pte erat tees eee veiw 94 1 Saturday 
* eee New Glasgow-Thorburn- 
- i Sunny brace’: N.S xi te oes cee L.G.L., Exp..& Bgge ww... 35 4 MtoS 
* ite (1 trip to Sunnybrae & Hopewell 
‘ ‘ qe 1 trip to. Thorburn & 2 trips to Trenton, N.S.) 
Pictou-New Glasgow, N.S........ Exp., Mail & Baggage..... 18 3 MtoS 
, 4 Riviere du Loup-Edmundston, 
3 “ioe BRIE Soe tree co AR: Na a rigs RUNDE CUS sky goes cess 88 1 MtoS 
" Sackville-Cape Tormentine, N.B.. L.C.L...... 00.0.0. ceeee: 41 1 Tue. & Fri 
; Springhill Jet.-Springhill, N.S..... LCL & Express). 0 sic, 4 3 MtoS 
: Summerside-Tignish, P.E.I....... LG2by & xpress 23 ans 76 1 MtoS 
. *Sydney-Glace Bay, N.S.......... FURDECSS Wa ke oh we eee 11.9 1 MtoS 
*Sydney-New Waterford, N.S..... FUXPIOSSuit h wia ee ese) 13.9 1 M toS 
} sydney-Port Hawkesbury, NiS..: . L-C.L. 660.5... ies 115 1 Wed. & Sat 
Tracadie-Bathurst, N.B.......... PExVPessine Guanine semanas 91 1 MtoS 
si riro-Bridzetown, IN3S. 0... 0 6. Oye Py te a oe ee ss 142 1 Saturday 
Truro-New Glasgow, N.S......... 1 Gi 1G Drees Re the Nera a at ae 89 1 to F 
Truro-Springhill Jet., N.S......... bp Dye Se Re ee a pt Maik aang eu 87 1 Tue. & Fri 
Yarmouth-Shelburne, N.S........ Eile cbs eres ore 88 1 M to F 
a ae a 
"a ae ideas 
as > 


144 


SESSIONAL COMMITTEE 


CENTRAL REGION 
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terminal stations and not necessarily the direct highway distance between the terminals of the runs. 


In all cases these services are operated either ancillary 
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C.N.R. CANADIAN LINES 
€ -CoMPARISON oF EMPLOYMENT LEVELS FOR THE PERIOD 1954-1958 By EMPLOYEE GRoupP 
Year 
Employee Group 
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R. C. MacInnes, Director, Public Relations; S. W. Sadler, Assistant 
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Acting Clerk Of the Committee. 


SECOND REPORT TO THE HOUSE 
TUESDAY, May 12, 1959. 


The Sessional Committee on Railways, Air Lines and Shipping owned and 
controlled by the Government has the honour to present its 


SECOND REPORT 


In accordance with the Orders of Reference of Wednesday, April 29, 1959, 
your committee has considered Items 410, 411 and 419 as listed in the Main 
Estimates-for the year ending March 31, 1960, as follows: 


410—Prince Edward Island Car Ferry and Terminals .. $1,741,000 
411—-Newfoundland Ferry and Terminals ............... 4,738,000 
419—Maritime Freight Rates Act ..........++eeeeeeeees 14,100,000 
Your Committee has approved the said Estimates. 


Your Committee has also considered the Capital Budget and the Estimated 
Income Account for the year 1959 of the Canadian National Railways as well 
as the Capital Budget and the Property and Equipment Budget for the year 
1959 of Trans-Canada Air Lines. . 


Your Committee approves the said Budgets. 3 
A copy of the Minutes of Proceedings and Evidence is appended. 
Respectfully submitted, 


W. EARL ROWE, 
Chairman. 


(Presented this day by Mr. Tassé, Vice-Chairman) 


21191-2—14 


ORDERS OF REFERENCE 


WEDNESDAY, April 29, 1959. | 


Ordered,—That a Sessional Committee on Railways, Air Lines and Ship- 
ping owned and controlled by the Government, be appointed to consider the 
accounts, estimates and bills relating to the Canadian National Railways, the 
Canadian National (West Indies) Steamships and Trans-Canada Air Lines, 
Saving always the powers of the Committee of Supply in relation to the voting 
of public moneys; and that the said Committee be empowered to send for 
persons, papers and records, and to report from time to time; and that, not- 
withstanding Standing Order 67 in relation to the limitation of the number 
of members, the said Committee shal] consist of 26 members. 


WEDNESDAY, April 29, 1959. 


Ordered,—That the Sessional Committee on Railways, Air Lines and 
Shipping consist of Messrs. Badanai, Bourbonnais, Brassard (Lapointe), 
Broome, Carter, Chevrier, Chown, Creaghan, Drysdale, Fisher, Fraser, Gran- 
ger, Grills, Horner (Jasper-Edson), Kennedy, McPhillips, McWilliam, Martini, 
Mitchell, Monteith (Verdun), Pascoe, Robinson, Rowe, Smallwood, Smith 
(Simcoe North), and Tassé; and that the Annual Reports for 1958 of the 
Canadian National Railways, Canadian National (West Indies) Steamships 
Limited, Canadian National Railways Securities Trust, Auditors’ Report to. 


Trans-Canada Air Lines for 1958, tabled on April 10; and the budgets for 
1959 of the Canadian National Railways, Canadian Nationai (West Indies) 
Steamships Limited, and Trans-Canada Air Lines, tabled on April 20, be 


the Committee of Supply in relation to the voting of public moneys. - 


Monpay, May 4, 1959. 


Ordered,—That the quorum of the Sessional Committee on Railways, Air 
Lines and Shipping be set at 10 members; that the said Committee be 
empowered to sit while the House is sitting; that the said Committee be 
authorized to print, from day to day, 1000 copies in English and 250 copies in — 


French of its Minutes of Proceedings and Evidence, and that Standing Order > 
66 be suspended in relation thereto. | 


Attest. 


Léon J. RAYMOND, __ 
Clerk of the House. — Eas 
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and the questioning of Mr. seers the Report 
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ZO Clerk of the Committee. 
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THURSDAY, May 7, 1959. 


ss 


‘The Cnciest ln: Gentlemen, I see a quorum. We have with us, on my 
immediate right, the president of Trans-Canada Air Lines, Mr. Gordon R. 
‘McGregor; and in the following order Mr. H. W. Seagrim, Vice-President, 
Dperations; Mr. W. S. Harvey, Comptroller; Mr. R. C. MacInnes, Director of 
ublic Relations, and Mr. S. W. Sadler, Assistant Comptroller. You have 
before you the Annual Report of T.C.A. for 1958. 


Mr. Carter: Mr. Chairman, I suggest we take that report as read. I think 
we have all had a chance to read it. We could take the report as read, and 
save time. 
ot The ‘CHaIRMAN: Are you moving its adoption? 
Mr. McPuunuips: No. 

os Mr. Carter: I was suggesting that we take the report as read, and I would 
ask that it be entered in the minutes as having been read, instead of taking 
ire president’s time in reading it. 


_ The CHarrMAN: That is all right. The Honourable Mr. Chevrier, the 
‘other day—in the other matter—suggested another way. It was the com- 
mittee’s idea that we take the Railways report as read. We might proceed 


faster if we take it as read. 


Mr. Cuevrier: I think there is a Mae between the two. While 
ae thitik-that applied to C.N.R., I do not think it applies to T.C.A., and I would 
be willing to go along with Mr. Carter’s suggestion. Perhaps we could just 
garect. questions to Mr. McGregor. 

_. The CHarrman: It. is a very good report, and I do not think there should 


+ BS very many questions. We could probably adopt it just as quickly as we 
a could read it. 


+ ed % 


ee 


on the report? f 
cae The CHAIRMAN: Oh, yes. In fact, it puts it more general than the other 
way. 


a : ; ~ I would like, if we Saul: to keep it in some order. Mr. McGregor is here 
ee :: to answer questions. z. You will see on the first page the revenues and income. 
Bt 2 To the Honourable, 

ae 2 _ The Minister of Transport, Ottawa. 3 

RE pte 

eee The Board of Directors submit the Annual Report of the Trans-Canada 
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- ‘Air Lines system for the calendar year 1958. 
Rte Ae | FINANCIAL 


Boe vans "Operations in 1958 resulted in a net income of $547, 429. 

‘Total revenues rose by 15% to $120,554,769. This rate of growth is typical 
_ of recent years. Traffic growth started slowly in 1958 and recovered momentum 
Ey as the year progressed. 

Kee ae Passenger revenues represented 84% of the total and increased by 17% 
over 1957. The average rate per passenger mile which the airline received 
for passeniget transportation was similar to that of 1957 pets computed on 


_~ 
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ANNUAL REPORT 
Montreal, February 18, 1959 


The passenger load factor declined from 70.7 % to 69.3%. A reducti 
this order has a powerful downward influence on net income | it 
of the planned service improvement announced three years ago and 
in the 1958 operating budget. / pa R i ae esas 

Mail revenues advanced only slightly to $9,893,622. The effect on e\ 
of a 5% increase in volume was diluted by the declining return per 5 
which is a condition of the present TCA air mail contract in Canada. © 
from air express and air freight approximated the 1957 levels, — 


lower fuel and direct maintenance costs relative to the ton miles pra 
. On the other hand, the price of modernization was paid in higher depr 
charges and in interest on borrowed capital. ; ae 
Because of the growth in the airline’s activity, the average nu 
employees increased by 5.7%, while the average annual] wage rose 
a result, wages and salaries increased 13% to a total of $50,524,435 i 
and this was accompanied by rising employee benefits. Salaries and 
accounted for 43% of the total operating expenses. ; raid: 
Capital expenditures during the year amounted to $33,900,000, of 
$31,300,000 represented payments associated with aircraft and spare part 


SERVICE AND TRAFFIC GROWTH 


__ TCA increased its Passenger carrying capacity by 20% in 1958 i 
vided over two billion available seat miles of transportation, | This 


quencies. The enlarged Capacity was more than sufficient to accomr 
the accurately forecast growth of 17% in Passenger traffic. : 


Marie, Sudbury, North Bay, Timmins, Earlton, Rouyn-Noranda Wa 
Sydney, Stephenville, St. John’s and Gan alanis 


: ; der. O erations to Kapuskasing + 
discontinued due to the inability of the : lat vo anes 
the new and larger aircraft, A substitu 


airport at that point to accom 
te servi r provi 
a local carrier. ee ce! nOWever Boa 
When, in July, surface transport was temporarily suspended — 
Vancouver Island and the Mainland, TCA organized an emergency air 


A total of 350 flights were Operated during one five- eri or thé os 
of 11,500 Passengers, 8 oa is day ee for the ca 


The Company broadened its internationa 
Switzerland, ti 


1 route pattern to include Belg 


meee erly 
op fii, 
hae 
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a. and services, TCA lowered its domestic Tourist class fares by up to 20%. 
“This: action, made possible by the economies associated with the greater traffic 
~ volume, came at a time when major airlines in the United States had been 
deanted an interim 63% fare increase and were seeking more. The average 
= level of TCA fares is now approximately the same as that applying in the 
ate United States, even though the cost of airline operations in Canada is substan- 
. tially higher. In 1958 TCA also pao the Pay Later Plan to its domestic 
/ ‘services. Sore 


In concert with other international carriers, the Company introduced an 
: Economy class fare for overseas travel. So popular did this low cost service 

prove, that TCA withdrew all Tourist class seating from its Atlantic aircraft 
a and expanded its Economy class accommodation. 


- Throughout the year, an aggressive sales effort supported the Company’s 
grerations, In 1958 TCA was acknowledged by United States judges the best 
_ transportation advertiser in North America, winning in competition with 200 
m other companies. 


2 : A large capacity for the air carriage of freight and express was made 
me Guauable to shippers. TCA operated a scheduled transcontinental air cargo 
service with North Star freighters, each capable of carrying nine tons of 
“s : commodities and next-day delivery was offered to points within a 1,500-mile 
Bsc: radius and second-day delivery to points beyond. Unfortunately, only a small 
eS proportion of the capacity was utilized within Canada, due principally to 
= the: comparative scarcity of West to East commodity traffic. Every effort was 
-- made, however, to combat this situation by promotional activity and by the 
Se introduction of special commodity rates. While the directional traffic imbalance 
Be ~ remained severe in 1958, there was some indication of improvement. Trans- 
Atlantic air cargo traffic was again heavy. 


ae TCA carried First Class mail throughout its domestic routes wherever 
air transport offered faster delivery. Close co-operation between the airline 
and the Post Office Department continued to assure Canadians of one of the 

- world’s most advanced mail transportation systems. While aggregate mail 
revenue rose, there was a further decrease, under the Company’s contract, 

. in the unit payment received for the transportation provided. This steady 


hee. 


“a trend of past years is illustrated on page 12. 

‘ os By the close of 1958, TCA routes, domestic and international, totalled 
-_-—-31,544 unduplicated miles and service being provided within Canada and to 
the United States, the British Isles, France, Belgium, Germany, Switzerland, 
Bermuda, and the islands of the Caribbean. As a national carrier the airline 
res 7 operated to communities both small and large. Of the 38 Canadian centres 


served, 25 had a population of less than 100,000 and 11 of these had less 
_ than 25,000 population. 
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4 : ie ye EQUIPMENT AND FACILITIES 


‘Another fifteen propeller turbine Viscounts and an additional Super 
Gondgliation were put into service in 1958, while nine more DC-3s were 


t red. At year uh the airline’s fleet in service, foe Pea of 46 Viscounts, 


51 
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One Viscount was destroyed on the ramp at New 7 
when it was struck by an aircraft belonging to another c 
no injuries to passengers. 


The installation of weather radar neared completion on 
Super Constelauions and was more ee half yet on the 


assures passengers of smoother, more comfortable flight. 


The Company’s ris tics upon the eae! standards of aireratt engin 


operation. Of the more than 48,800,000 aircraft miles scheduled, dy | 
were operated. et 


TCA offices, shops and hangars were well staffed, equipped - 2 
tained. Where required by the greater traffic volume and — increased 
Operations, facilities were enlarged. . # 


In the latter half of the year work progressed rapid on ‘the Co r 
new $20,000,000 maintenance and overhaul base at Dorval. Designed spe 
for the care of the large turbine powered aircraft, this facility, incorporat: oo 


hangars, shops and stores area, will be the first of its kind in comme ial 
aviation. shoe | ea Ss ; 


program contributed to the general improvement of service fp the ‘publ 
particular significance were the provision and planning of new. airport 
minal buildings, runway construction and the installation of advance na 


tional aids. As in the past, TCA and the Department co- “operated closel; 
the advantage of air transportation. 


A 
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PERSONNEL 


The airline’s staff numbered 10,043 at the end of 1958. Toa greater extent 
than is usual in most industries, these represented skilled specialists and 
technicians, the great majority with years of air transportation experience. 


TCA believes that its working force, in areas of experience and training, 
is at least the equal of any group in the industry. It is indicative that an 
increase of 5.7% over 1957 in the average number of employees was accom- 
panied by a rise of 14% in ton miles of available transportation provided. 


New staff were carefully selected and Company-wide training programs 
had, as their objective, efficient and intelligent performance in all airline 
departments. . 


TCA continued to enjoy healthy industrial relations with its employees. — 


It was with the most profound regret that the airline accepted the resigna- 


tion from its Board of Directors of the Honourable H. J. Symington, C.M.G., 


Q.C.. Associated with TCA since its inception, Mr. Symington has been a member 
of the Board for the past twenty-one years and was President of TCA from 
1941 to 1947. No one has contributed more to the organization and development 
of the Company that will always bear the stamp of his wisdom and personality. 


In December, Mr. E. W. Bickle was elected to the Board of Directors. 


PLANNING ( 


The Company anticipates in 1959 a further growth of the popularity of 
air transportation and will increase its capacity to meet this requirement. As 
in the past, there will be a continuation of the airline’s policy of upgrading 
flight frequencies and equipment on many of its domestic routes. Inteérnation- 
ally TCA will begin flights to Vienna on May 1 and the airline is prepared for 
other overseas route extensions of value to Canada. 3 


Four more Viscounts and another Super Constellation will be delivered, 
considerably increasing the airline’s transportation capacity. 


From a board viewpoint, 1959 will bea period of transition and of intensive 
preparation for the arrival of the large jet aircraft to enter service in 1960. 
Delivery of the first of the Company’s 550 m.p.h. Douglas DC-8s is expected 
late in the current year. With accommodation for up to 127 passengers, they 


almost half. Their size, speed and nature of propulsion re 
to established airline techniques. The potential of the big jets for public service 
and for earning ability is immense but so are the problems associated with 
their introduction and economic operation. The entire airline organization 


will, in 1959, be completing a seven-year preparation for this major tech- 
nological change. 


Also within sight are the Vickers Vanguards, 420 M.p.h. propeller tur- 
bine aircraft to be delivered in 1 


Seating approximately 100 passengers, they will operate on TCA’ 
inter-city and Southern routes. Twenty Vanguards are on order and these, 
combined with the long range DC-85 and the short range Viscounts, will give 


TCA an all four engined, turbine powered fleet, probably the first in the air 
transportation industry. 


Paserare 


960 and to enter Company service in (1961. — 
Ss high density 
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APE ee MORE NR ee aT om 


i600 . ) 
4500 = —— SS a es ee rec 4 
1300 § 


REVENUE |? 


1188 


PASSENGER 1000 | 
MILES 


FL ae t ot 


IN MILLIONS 409 | — : _ — 


COMMODITY © 


oN |, 7 : A esa 


At the end of 1954, 
Company’s turbine conversion program eee 
$42,000,000. Today, with more than one half of the fleet consisting of turbine ee 
aircraft, it is $102,000,000 and by 1961, with the turbine program completed, — ee 
it will be $190,000,000, on the basis of orders already placed Se eee 


Final design and testin 
completion, but manufactur 
two years. There is every 
requirement for immediate and 


growing airline traffic and swift turbine flight. 


‘For the Directors, 


‘Ge R. McGREGOR, 
President. 
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a _-s SESSIONAL COMMITTEE | 
STATEMENT OF INCOME ak sie ee 
. . i POR ae 
Operating Revenues . Ne oe 
Passenger ..... GAYS larga ees RC sent eNO Ta Nee $101,553,258 
EUG ihc conan When pa wee Ta alate eos via ka cre eee ——- 9,893,622 Ra: 
Air Express and Freight .,........ a hee ees ee eee 
POEs OBAEUANE ae ee ee te tte eas ee negate ~ 
Charter ....., SiS ee es Gee ig ei Sac OR MEE we hs ete 490, ie: 
Incidental Services—Net ......... eee as 1,103,784 a 
Motels. ies sare ea opie vteseees  $120,554,769 
Operating Expenses : : : - ‘ So 
Flying Operations ....... A ers, Seeman? se pata a $ 26,143,144 Soe 
Maintenance ..... Oirastenehey ote a eae ee ese ne 30,500,636 i = 
BH oseURer Services. 2005 ie ee re tues 7,982,693 yee 
Aircraft and Traffic Nervicing <9 ay eae Te ~ 22,438,282 es 
Sales and Promotion ......._. oa Fein «geal a as gee é 16,887,670 
General and Administrative ................., : 4,177,309 3 
PO ee Site. Pca $108,129,734  ¢ 
Income from Operations ......__ ee Bare site. $ 12,425,035 oS 
Provision for Depreciation See Aiea ae Uae es Ge 9,911,049 oe 
| $ 2,513,986 ¢ 
Non-Operating Income—Net ....... ape he SR 529,029 . 
Income Before Interest Expense Ae gee $ 3,043,015 : 3 
Interest on Capital davested te Bee oan 2,495,586 


Net RACORGG Shen eee hoe ee ‘ Gey haw ace Ee eee . ewe: $ 047,429 ; fost 


~ 


: AUDITORS’ REPORT 
To The Honourable The Minister of Tr 


ansport, 
Ottawa, Canada 


-with that of the preceding year. ae eS Gee 
We further report that in our Opinion Proper books of account have 
kept by the Corporation, and the transactions of the C hat 


| George A. Touche e Co. ae 
Chartered Accountay 
February 13th, 1959, : omades lees 


= ? ~ aS: 
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oe a7 aes. AIR LINES AND SHIPPING poe 


lane ae ice the cornmalitee will be happy to learn that there 
‘her ee surplus in T.C.A. Is there anything the president can 
to the committee that would increase the surplus, either through 


ve ae profits. We have Shenae operted under the palics that any iireat 
of large profits, after paying the required return on the capital invested in 
ashe the enterprise, would take the form of fare reductions. 
“This: policy was implemented again on January 1st, 1958, when the 
is Organist fares were reduced, by about 20 per cent on an average, and it was 
_ our hope that we would be able to put in another general fare reduction 
on January 1, 1960. The effect of the dilution of the airlines’ revenues with 
Pod respect to the trans-continental services will, I think, make that impossible. 
ret But that has been the policy throughout the company’s corporate life, and 
oe if think it is a proper one and should be followed. 

I do not see why the airline should strive to make profits as profits; I 
a ae it should strive to keep its expenses at the lowest possible practical 
Pos level, and relate the fares to that level of expense. 
San Mr. CHEvRIER: What effect, if any, do you think the decision of the Air 
os Transport Board, ane this once- weekly service of C.P.A. from Montreal 


“Mr. Erecnecor: May I correct that, Mr. Chevrier. i is ae once-weekly; 
eat: is once-daily, both ways. 


‘Mr. CHEVRIER: I am sorry; once-daily. 


Mr. McGrecor: I have forecast the effect on T.C.A., with respect to the 
= _ period May 4 to December 31, 1958, as being a FIIs of T.C.A. revenue 
Dace in the amount of $3,762,000. That, with respect to a full year of operation, 

- would go up to $5,150,000. = 
~ Perhaps I could answer your question a little more fully, Mr. Chevrier. 
These figures, of course, are very substantial and they make the obvious 
difference between a net surplus and a deficit. If Mr. Chevrier would like, 
a: ~ _ either now or later, I could take him through the calculations, which are based 
“on the seat miles which are scheduled—a quite low percentage of occupancy 
of those seat miles—and the application of the known fare. . 
= So the only variable that we may consider to be in these estimates is 
the percentage of occupancy, which we have forecast. 
~ Mr. CHEVRIER: Is there no way of you recouping yourself for this loss 
in some other extension of services? 
Mr. McGrecor: We would hope so, but there is very little that can be 
thought of, with respect to the domestic operation, that is a sound economic 
proposition, or I think it would have been done in the past. 
‘We would expect that the gradual expansion of international operations 
- would lead us back into what we would hope would be a surplus position. 
Mr. CHEVRIER: I want to ask you about that again, but I think I should 
allow somebody else to ask questions now. 

Mr. Broome: Your report shows that between 1957 and 1958 there was 

a growth of 35 per cent in net income and a growth of 15 per cent in revenues. 
-. Are you not ignoring entirely the normal growth aspect of this matter when 

~ you make that reply to. Mr. Chevrier? 

Mr. McGrecor: Not at all. The normal growth that has taken place— 
which has been an average of 15 to 17 per cent in past years—tends to offset 
the steady increase in the cost of labour and piaienas, which all go into the 

cost of the product. 


aie 
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Mr. Broome: On that same question of cost, I did notice in your report 


Canada is substantially higher. In what areas are your costs higher than in the | 
United States? I believe that wages in Canada are lower, but your landing fees 
are higher. Is that statement substantially correct? I doubt it. Rew 
Mr. McGrecor: Yes, it is entirely correct. 
Mr. Broome: Are there any figures on it? 


: oe 
Mr. McGrecor: Yes, there are complete figures; but probably the best ex=— 
ample—and this is one of our main items of cost—is in connection with fuelesy, 
Fuel in Canada costs us an average of about 40 per cent more than it costs 
in the States. We buy fuel in the United States, of course, at the points wherec~ << 
we land, and I have a very definite record of the difference that exists. It was 
calculated a year or so ago that if we could buy our fuel in Canada at the same nie 
price we pay for it in New York, the difference in operating costs to the air- ae 
line would be in the order of $2 million. oe ee 
Mr. BRooME: Does that apply to the new type fuels used in your turbine S 
aircraft? ee : 
Mr. McGrecor: Not to the same extent as the high octane gasolines. = | — 
Mr. Broome: The difference is small on that. Therefore, that cost differ- 
ential is closing in more, bringing a difference? oc 
Mr. McGrecor: Turbine fuel is about 10 per cent higher in Canada. 
The CHairMAN: Any other questions? : 


Mr. Fraser: Did Mr. McGregor say that was $3 million gross or $3 million oe | 


* 


net? 


a 


Mr. McGrecor: I said diversion of gross revenue—at least I said diversion _ 
of revenue and I meant gross revenue. ; | ‘ Se 
Mr. Fraser: Then that would be offset to some extent by maintenance? 
Mr. McGrecor: No, I am afraid not, Mr. Fraser, because it was not possible: 2- #> 
at the time the decision was made, at least with respect to 1959, to make BN ae 
reasonable reduction in the operations of T.C.A. in the light of this licensed). 
C.P.A. flight. Furthermore, it was not our understanding that it was the inten- 
tion that because this flight was granted—and you will remember on the basis - Se 
of the ruling primarily to connect the Canadian Pacific Airlines’ international 
overseas operations—that T.C.A. should end up by dropping a flight in response — 
to the C.P.A. flight. eS ee 
Mr. BROOME: Well, on that same point I have heard certain criticisms in 
the west that the minute C.P.A. put on that flight as a sort of accommodation, __ 
the T.C.A. immediately, being smart operators, put a competing tourist service ors 
on, and there was not that type of tourist flight available. Bre 


Mr. McGrecor: It have heard the same comment. It is not correct. As I te 
explained at the C.P.A. hearing, the T.C.A. operating plan with respect to 1959 ie 
was finalized in 1958 as it always is with respect to each year. We did not know 
what the decision was going to be. We stated what the operating plan was 
going to be in 1959, during the course of the hearing. Each year we have added 
transcontinental flights, have been able to put in more and more non-stop | 
and one-stop flights, and 1959 over 1958 was no exception. Pare ey 


not face competition? 
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| Mr. McGrecor: Mr. Broome, before the hearing we had very substantial 
capacity for tourist service transcontinentally. All our North Star trans- 
continental flights were fully tourist. In addition to that we had fifteen tourist 
seats in each of the Super Constellation flights. So I do not think the eriticism 
is correct. It has been the policy over the last four years to make the amount 
of increase of seats of the tourist category greater than first-class, because 


a it is a more saleable product at the lower price; and this will continue. 


The business of putting tourist seats on such routes as Ottawa-Toronto is 
rather difficult from an equipment standpoint, that is, at this particular stage 
in our development. The Viscount at present is not particularly well suited 
to use as a tourist type aircraft. 

The CHAIRMAN: Any other questions? 

Mr. CHEVRIER: Since we have last met, what has been the extension 
of your overseas activities? I see a run to Austria? 


Mr. McGREGor: Yes. : 
Mr. CHEVRIER: Has there been any other extensions of your runs overseas? 


Mr. McGrecor: Well, throughout 1958 there were extensions to both 
Belcan and Switzerland, and this year to Austria. 


Mr. CHEvrRIER: Is that done from London or is it a straight flight? 

Mr. McGrecor: There is one direct operations between Canada and 
Brussels but not Canada and Zurich. In some cases they stop in London, in 
other cases at Paris, and in one case Dusseldorf. 

Mr. CHEVRIER: May I ask one or two more questions in connection with 
that? Do you fly direct from Montreal to Paris? 


Mr. McGrecor: Yes, non-stop. 


Mr. CHEVRIER: I am very disturbed, and I do not mind telling. you this, 
about the manner in which Air France is taking business from T.C.A. It 
is astounding to see how Montrealers and Quebecers continue to travel Air 
France instead of T.C.A. Is there anything that can be done by T.C.A. to 
offset what appears to be—perhaps wrongly, but I do not think so—a tre- 
mendous loss of business which T.C.A. should be getting for its flight direct 
Montreal to Paris? 

Mr. McGregor: You are perfectly right in your observation. This, I 
think, is a natural outcome of the fact that for something like two years 
Air France was operating a flight non-stop between Montreal and Paris and 
advertising it as such—‘‘The only non-stop service.” When we put the long- 
range tanks on the wing-tips of the Super Constellation we were then able 
to fly non-stop, as they were, and have been able to advertise it. There 
is always quite a long period when the original impression that of only Air 
France flying non-stop, continues in the public mind. That is the case in 
that particular passenger service. We are doing the best we can, from the 
standpoint of sales and advertising, particularly in the French-speaking area, 
to regain what we think should be our position. 


Mr. CHEVRIER: How was the payload, for instance, 1958? 
Mr. McGrecor: It is good. We cannot complain about the load factor. 
The CHAIRMAN: Any further questions? 

Mr. McPHILLIPS: Yes. 


Mr. McGrecor: The load factors on Air France vary between 58.7 and 
a high of 69.5; T.C.A.’s vary between a low of 53.1 and 82. Generally speak- 
ing, our load factors are higher than theirs. The total percentage operated 
by carriers, that is, the whole of the transatlantic, between Canada and 
Europe, Air France carries eastbound 5.2 per cent, and westbound 6 per 
cent; T.C.A. 41.7 per cent and 35.9 per cent. 
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Mr. CHEVRIER: How many flights does T.C.AL operate 
and Paris? | oe 


Mr. McGrecor: Two per week, shortly becoming three. tg ae 
Mr. CHEVRIER: How many flights do Air France operate? a 
Mr. McGregor: I think two a week. ai) oe 
Mr. CHEvRIER: Are these T.C.A. flights direct from Montreal 
go via London? | a es a 
Mr. McGrecor: There is one flight that goes via London and th 
is non-stop. ae pence SS 
Mr. SMITH (Calgary South): Fortunately I am not asking for the i 
tion which was required as a result of the competition of C PAB iy 
like to ask Mr. McGregor this: in the course of the evidence before | 
Transport Board hearings I believe the corporation made several ref 
to the problem that it had and its views on certain feeder lines it c 
were not too practical or of much value to the system; I was won 
you would care to comment whether or not it is likely that you 
back to the Air Transport Board with a view to suggesting that T. he | 


oh 


a 


any of these and if so which? ce ee 
A second question to which you might like to reply at the same 
can you give us an indication which of the new areas, which h 
opened by the exchange on the bilateral agreement, will T.C.A. be req 
rights to fly. The minister has recently announced a new exchange 
in fact an agreement with the United States on the bilateral internation. 
agreement. Do we assume that T.C.A. will ask for the right to comp 
all of these? 3 Beis 
Mr. McGrecor: First of all, in connection with the general question, 
understand it, this problem connected with the operation of air services to 
traffic generating points, this is a problem that is world-wide. It was fa 


Rs 
Fee 


4 


good sense. It was a case of taking the bitter with 
uneconomical services were concerned. 

If by the introduction of transcontinen 
that cross-subsidization cannot be achieved, 
, then in effect we have got subsidizati 
government, if the government makes good T.C.A.’s deficits. 

So that one way or another services to small 


Regina and Winnipeg, and between Regina and C 
that are generating two or two- 
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with more than anyone else—there is no pressure, I believe—you tell me if I 
am wrong—because there is no pressure brought to bear by the government 
necessarily that insists T.C.A. should service these points in favour of what 
might be termed a secondary air line. 

Mr. McGrecor: No, I think that is correct. T.C.A. cannot abandon its 
service without applying for and receiving the specific permission of the Air 
_ Transport Board. This has been done in one case, that of Kapuskasing last year, 
Fee -and permission was granted. In that particular case another airline was willing 

to take over the licence. 


he Mr. SMITH (Calgary South): That brings me to the question I asked, which 
. was, Mr. McGregor: have you indicated to the Air Transport Board that you 
are likely to ask for the abandonment of any lines, or that some of these lines 
should be dropped? 
ss Mr. McGrecor: We have indicated to the Air Transport Board that a pare 
ticular problem exists with respect to what we refer to as “milk run lines,” 
Se serving these points I have just mentioned in the HEEL Or, between Winnipeg 
yan and Calgary. 
-~—~—s This is associated with the fact that we are rapidly retiring all of our DC-3’s, 
= and the airports at all but one of these places are such that the runways are 
5.2400 short and too weak to support the Viscount aircraft, which will be the 
~ smallest aircraft we will have in operation within the next eighteen months. 
ae So that not only are the economics involved in that particular case, but also 


2 the feasibility of operation of the equipment we will have. 


Mr. CREAGHAN: How many DC-3’s have you in operation now? 
Mr. McGrecor: Nine. 


Mr. SmitH (Calgary South): Then, the second question, are you planning 
_ to request through the Air Transport Board the right to the service of the new 
‘international connections, or which o these do you intend to service or can 
_you tell us? 
= ~~ Mr. McGrecor: Yes, I think I can. There was only one of the routes involved 
=—~ ih the recent modifications of the United States-Canada bilateral agreement that 
is of definite interest to T.C.A., and that was an extension of the Halifax-Boston 
route to New York. This we have asked to be assigned to us, and the assignment 
“~ has been made so T.C.A. will be extending that route to New York in due course. 


Mr. Smrri (Calgary South): I asked you a year ago, Mr. McGregor— 


a ~ perhaps you will recall—if you had expressed any interest in servicing the 
ae _ Calgary- Spokane route. I have not noticed that you have. Do I take it, there- 
ee _ fore, that T.C.A. will not request the right to service that route? 

3 Mr, McGrecor: No, that is an assignment, as I understand it, from a maling 
mare “to an American carrier. I think it could be served by two. 

eo Mr. SmitH (Calgary South): The agreement speaks of an American carrier 
2 ae from Spokane to Great Falls, Washington. The other part of the agreement is 
ae a direct route, Spokane- Calgary, to be served by a Canadian carrier. 

Mr. McGrecor: It that by Western Airlines? 

je Mr. SmitH (Calgary South): One going south to north and one going north 
Pane to south. 


e bog ‘Mr. McGrecor: Paralléling each other? 
2 Mr. SMITH (Calgary South): That is right. 
4 _ Mr. McGrecor: Yes, I think that is correct. 


Mr. SmirH (Calgary South): And the question then is, is it not the inten- 
tion of SCAG to ask the Air oe Board for the right to be the Canadian 
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Mr. McGrecor: No, I think there is a frequency of once a day required — 
there, and that would be it. one 
Mr. McPHILLIPS: On page 4 of your report—at least I take it as page 4, os 
it is not numbered— you have an item there, ‘‘“Non-operating income,” showing $ 


net of something over half a million dollars. How is that made up? 


Mr. McGrecor: I can give you all the details of it—largely the servicing ee 
of other companies’ aircraft. I beg your pardon, it is investment income, 


insurance fund excess earnings, cash discounts, profit on foreign FUME eS 


transactions, and federal income tax refunds. 


Mr. McPutuurps: In regard to the Vancouver-Victoria-Seattle run, too 4 


which there has been a good deal of publicity given in recent times, what is — 
your position on that, the economics of it? Do you contend that you are losing 


money on that line? 


Mr. McGrecor: I am delighted to answer that question, because there: is 
certainly a good deal of confusion abroad about it. On a fully allocated cost 


basis, that is, with the company’s overhead spread across all the routes which 
it operates in relation to the ton-mileage performed on the different routes, 
we are losing money,—not as much as we did in the year which was quoted 


in the hearing, which was 1957. If overhead is not assigned to the route, with - 


respect to 1958 we would just about break even. Therefore discontinuance 


would be an financially injury to the company, because the abandonment of — 
the route would not reduce the overhead in any way. It would simply spread 


that overhead more thickly over the remaining routes. Does that answer sass 
question? 


Mr. McPHILLIPs: I was trying to reconcile—I may be mistaken in this—but | 


in some of your releases and letters to officials in Victoria I gathered the 


impression that you had adopted a fatalistic attitude. You would remain on 


the run if the Air Transport Board told you to. I was trying to ascertain 
whether the desire of the company would be to leave the run? 


Mr. McGrecor: No, very definitely not. Our desire is to keep the run 


because it properly relates to the rest of the operation. We believe that T.C.A. 


should be serving each of the provincial capitals in the country. Leaving this — | 
run does not improve our position financially, particularly in the light of the . 


equipment plans we have for the run; and my phrase was, as I remember 


quite clearly, that “if the Air Transport ‘Bord did not give a licence to another 


carrier we would be delighted to continue to serve it.” 


Mr. McPHILLIPS: What type of equipment do you propose to put on that? 


Mr. McGrRecor: Viscounts. 


Mr. BRooME: Supplementary to that one question, Mr. Harvey testified, - 


because I heard him testify, that we were losing $1,300,000 a year on that, 


and I think he said on all these feeder routes we were losing something in ~ 


the nature of $10 million, when you take all the smaller routes and add them 
together. That was not giving credit to the absorption of overhead, but it 
seems fantastic Mr. Harvey’s evidence should show a loss of $1,300, 000 in one 
year and a break-even figure in the next year. 


Mr. McGrecor: No, Mr. Harvey’s figure was very dofiaieisn iichdceeee of : 


overhead and was stated as such, as being fully allocated cost. 
Mr. Broome: You agree with the $1,300,000 figure, then? 
Mr. McGregor: Yes, quite. 
Mr. BrooMe: At a loss? 


Mr. McGregor: Yes, on a fully allocated cost basis in 1957. < 


Mr. BRooME: You are quite right, it was including overhead. 
Mr. McGrecor: Yes. 
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eo was pected to that route was in excess of what should have been 
~ allotte to it? 


eh 
eae 


seas t was a s done on the Basis of the formula I mentioned a moment ago. With ener 
° 


Will each ticket take the same amount? 


* pe gee : 


Mr. MCGuréon: That is correct, the theory being that it is just ut as 
208 ace an operation to owe a $4 ticket as to sell a $40 ticket, but it 


of e Mr. Po MeCuEcon: As you one there has been correspondence on that 
subject. I think Moose Jaw is some forty miles from the airport now serving 
Pa At,” which is” quite border line from the standpoint of being inconvenient. 
: amilton | is something like the same distance from Malton and it is a very 
_ auch lara? Dlace. From the airline a at least, I think it would be 


é oO Mr. oe Was it not suggested or implied in the Wheatcroft report 
that, in due course, the T.C.A. should shed itself of these feeder lines, especially 
in the prairie traffic? Does that not indicate that you might get rid of the 
: ae of eOUr Dee 3 s and that some secondary carrier may take them over 


i‘ "Mr. -McGrecor: I think it is correct to say that the Wheatcroft Ae 
id express some hopes along those lines. A very careful investigation was 
g undertaken quite recently by what might be regarded as a smaller airline 
with headquarters. in your city. They came up with an estimated operating 
Pe cost. which is within a few dollars of our own and, incidentally, we are still - 


Mr. SMITH” (Calgary South): What equipment is this? 
Mr. “McGrecor: DC- 3’s. I am speaking, of course, of Trans- Air. It 


. losing pecs. which naturally they refrained from doing. 


_ Mr. CARTER: The question I wish to ask has been asked by Mr. Mc- 
Ml I would, however, like to make the same suggestion we made 
ring the railway inquiry, that we discuss one page at a time or one heading 
z oe we. are jumping from one to another, and will ened the whole 
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policy. In these discussions we will complete the whole report. 


Mr. CarTER: On a point of order; we will not know when we hav 
completed the report. The questions of policy are covered in traffic and . 
service growth, and all these questions could be asked under these headings. — 
We would make much better progress if we proceed under the headings — 
than we are making now. I do not know where we are. ook fee erat te 


Mr. SmitTH (Calgary South): I think that is a good idea. However, 


there are some questions I have in respect of air safety and I do not see Toes 
category as such. se 


Mr. BRooME: I disagree. This is on policy. We are discussing LG 


The CuatrMan: I think with all respect to you, Mr. Broome and? Mrs 
Smith, that Mr. Carter’s suggestion has some merit in the operation of’ the * mee 
committee. In the discussion in respect of the C.N.R. he made the same — pa 
suggestion and it helped. At least you always may ask questions on the em 
general policy. We have, however, Financial, Service and Traffic Growth, a 2 as 
Equipment and Facilities—under which questions on safety would come-—and — x 
you have Personnel and Planning. I think the report is well set out. Then hoe 
you have the Financial Statement. ee a 


I am inclined to feel that Mr. Carter’s suggestion is worthy of being a 
followed. : eS 


Some hon. MEMBERS: Go ahead. . a eee 


The. CHAIRMAN: — It is not our purpose to curtail anyone discussing 
something else. You can always revert. We will not stick to. this rigidly. <1 - 
do think, however, that it would be well to follow the suggestion. 

Mr. CATHERS: Are we on the item, ‘“Financial’’? 

The CHAIRMAN: Yes. . 


Mr. Catuers: I was surprised to hear Mr. McGregor state that it was 
not the policy of the T.C.A. to make high profits. My first question is, when 
was that policy laid down? 


Mr. McGrecor: This was a policy laid down by implication, Mr. Cathers, 
in our opinion, and only in our opinion, by the drafting of the Trans Canada 
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the lowest possible fares. ae : 
go hand in hand. ssa 


Mr. CATHERS: I see that in property and equipment you have $120 
nillion. I also see the profit is about $500,000. That is less than half of 
one per cent. Do you consider that is any way near a high profit? 


Mr. McGrecor: You forget that about 4 per cent interest has been paid 
on that $120 million before the $500,000 was achieved. 


Mr. CaTHERS: There is no doubt about that 
business puts in $120 million they ex 
per cent*on their capital. 


Mr. McGregor: They are getting 4% plus the } per cent, that you 
mention. 


Mr. CREAGHAN: No. 
Mr. McGrecor: Of course, they are. | 


Mr. CREAGHAN: It is borrowed mon 
you have a profit. 


Mr. McGrecor: But this is th 
Mr. Cathers is speaking. 


Mr. FRASER: They borrowed it from the shareholders. i ere 


; but when any ordinary — 
pect more return than one-half of one 


ey. You pay your fixed charges before <a = 


e return on the investment about which 
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Mr. CaTHERS: No, they borrowed it from the Ee ae You come into 


a4 “Mr. HORNER (Jasper-Edson): So am I. I think it is an excellent policy. 
ee ‘Mr. ‘CATHERS: What would be the average return in the United States 


cs Mr. te CaLar: I can give you an average. Are you speaking of return 
+ ee on See 
_ Mr. CaTHERs: Yes. 

aa Mr. McGrecor: These figures should be read in recognition of the fact 

as o that in comparison with T.C.A. there is proportionately less debt capital in 
many of these companies. 
— The United States industry in 1952 had a es on investment average of 

10.9 per cent; T.C.A. at that time was 7.9 per cent. In 1953, United States 
industry was 9.9 per cent and T.C.A. 3.4 per cent. In 1954, United States in- 
ae — dustry was 10 per cent and TC.A. 4.2 per cent. In 1955, United States industry 
i aa> ~was 10 per cent and T.C.A. 3.2 per cent. In 1956, United States industry was 
La $e ee per cent and T.C.A. 6 per cent. In 1957, United States industry was 5.1 
per cent and T.C.A. 3.7 per cent. In 1958, United States industry was 5.8 
_ per ‘cent and T.C.A. 3.8 per cent. 
eB ce Mr. CatTHERS: That shows on the average you are very, very low as 
aS ‘compared to the United States companies. 

Mr. McGrecor: Yes, keeping in mind the financial structure. 

Mr. CatHerS: Here is an odd situation. You are part of the Canadian 
heat onal: Railways, with whom you are in competition, and you are stealing 
their business. No money is really being made and you are causing them 
quite atOsse 
Mr. McGrecor: Good. 

Mr. McPuHiLLies: So what? 
Mr. CaTHERS: I think it is nonsense. 

_ Mr. McGregor: No. I think it is nonsense for a railway to be in the long- 
“range passenger business. I do not think they will be in it much longer. 
co Mr. FRASER: Is it true that there are only two or three American airline 

companies that are really making money? 

Mr. McGrecor: Eastern Airlines has a had a good profit record. I think 
«it was the best in the United States, until fairly recently. All of them began 
to get into serious trouble late in 1957, with the result they made application 
for a very substantial fare increase. Early in 1958 they received an interim 
-_—- inerease that averaged 64 per cent. This met the 1958 situation; however, the 
whole fare structure in the United States is still before the Civil Aeronautics 
Board, and it would not surprise me if a further increase was forthcoming. 
Be Mr. SmituH (Calgary South): In that respect, the probable suggestion is 


oe that the losses indicated by these same airlines are basically one of account- 
3 =e practices—large write-offs. You would deny that would be the case in 
eee connection with T.C.A., but is this a practice to which you agree? 

A as Mr. McGRrEcor: No, I do not think it is correct. Economists tend to 
wea A regard airline accounting with some horror, because of the high rate of depre- 
ciation that is applied, which is not common in other industries. The reason 


3 _is the rapid rate of development that has gone on in regard to airline equip- 
a ment. It has forced this high rate of depreciation. The longest depreciation 
- life we are operating on is nine years, which is with respect to the Viscount. 
ene ies Constellations are depreciated on a seven- seats basis, and even 


*. 
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+, 
i 


then they will not be fully depreciated when they are retired. I doubt very 
much whether there would be a good market for those aircraft when they 


srowth; they must continue to bring out new types of aircraft. But we are 
forced, in the keeping up with the “Jones” theory of airlines, to go to the 
newer aircraft. Before we have received deliveries of DC-8’s, we are being 


approached by manufacturers offering to sell us a Mach IT aircraft for $11 | 


million each. 
Mr. DryspaLE: I would like to make a couple of comments on two matters 


you raised, the first is in respect of what you thought was going to be a : 
$5 million loss as a result of Canadian Pacific Airlines competition; and the ~ 


Mr. McPhillips, the Vancouver-Victoria Situation. I would like your comments 
on a couple of statements made by Mr. Wheatcroft in his report of airline © 


competition in Canada. It is set out on page 70. 


The most serious weakness in the present pattern of T.C.A. services 


is the low level of frequency, relative to the desirable frequency, on 


nearly all of the major transcontinental sectors. Over half the sectors | 


have a frequency less than half the number assessed as commercially 


Mr. McGrecor: Would you like me to comment on them Separately? 
Mr. Dryspate: Whichever is most convenient. 


Mr. McGrecor: I think Mr. Wheatcroft is an able airline economist, but 


he had a formula to which he gave birth himself and of which he thought 
a great deal. It was that the frequency on any route should be at an interval 
of time equal to the flying time between these two points. This would mean 


that a frequency between, we will say, Montreal and Ottawa should be every — 


thirty-five minutes; between Swift Current and Medicine Hat it should be 
every twenty minutes. 


Now, personally I cannot follow the reasoning. That seems to me to have 


been the basis for his statement that the frequency was too low. It did not 


take into account the fact that frequency is purely a matter of the size of 
the aircraft and the volume of traffic which is going to move. There is no 
use in flying an empty aircraft between two points. If there are 100 people 
moving and if an aircraft is carrying 40 people then three frequencies would 


Mr. DRYSDALE: You will probably have the same criticism in regard to 
~ this quotation. It is set out at page 75. 


I would like your comments in connection with the 


Vancouver-Victoria 
aspect. Do you agree with that statement? 


to to justify two 


ney, if there he sapehy 


not enough traffic between Y 
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7 Mr. DryspALE: What is your present frequency of travel between Van- 
- couver and Montreal, your transcontinental routes? 


Mr. McGrecor: I believe it is eleven. 
- Mr. DryspALE: Eleven per day? 
Mr. McGrecor: Yes, both ways. 


ee The CHAIRMAN: Are there any further questions in regard to this section; 
eo if not, we will proceed to “service and traffic growth”. 

ee Mr. SmitH (Calgary South): May I revert in dealing with service and 
= traffic growth, Mr. McGregor. I do not want to deal with anyone’s home 
town, but there is a principle involved and it concerns the city of Calgary. 
At the last session I asked you ‘‘has T.C.A. indicated to the board whether 
Beney would like to fly a route south into the United States from Calgary”, 
re 2 and your answer was “Yes, indeed”. 

- Mr. McGregor: Yes. 


Mr. SMITH (Calgary South): And I asked you a short time ago whether 
you had any interest in making application to the Air Transport Board for 
this route, and you made a reference to the fact it has a low density. This 
competition from the standpoint of the American airlines would indicate it 
ce has a high density. I am concerned about the fact you might not be familiar 
ae with that branch and the fact there is an inconsistency with the answer you 
_ gave eight months ago. _ 

Mr. McGrecor: There is no inconsistency. You mentioned specifically 
_ Spokane a few minutes ago; eight months ago we were not talking about 
4 BS oicane. 

ae Mr. SmitH (Calgary South): What were we talking about then? 

Mr. McGrecor: We were talking about two or three different places; 
“one we were very anxious to get was Los Angeles, another San Francisco and 
ae another Denver. 


aS i Mr. SmiItH (Calgary South): Your reply is that you would fly Calgary- 
= y 

cae Denver but not Calgary-Spokane? 

] <) Mr, McGrecor: Yes. 

es it : Mr. Broome: In connection with Mr. Smith’s question, it was mentioned 
you applied to the Air Transport Board. My understanding is that although 
_ the Air Transport Board regulates all other carriers in Canada, you do not have 


to apply to the Air Transport Board in regard to flying other routes. 
Mr. McGrecor: Are you speaking of routes within Canada? 
Mr. BRooME: Yes. 


eee: -_ Mr. McGrecor: No, we have to apply to the Air Transport Board. We 
poe Olds a licence from them for Es route we operate and we could not operate 
| without it. 


Mr. Broome: In connection with this new tourist service to Vancouver, 
you have to apply to the Air Transport Board for authority to put that plane 
“20m, 1s*that: trae? 
¥ Mr. McGrecor: No. We had the right to operate an airline service over 
a avy the route and the licence does not specify the class of service. 
Mr. BRooME: Now, does that apply to other carriers as well? 
Mr. McGrecor: Yes. 
: Mr. Broome: In other words if the carrier has the right to fly between 
cities A and B, they could increase or decrease the frequency of that service 
- without reference to the Air Transport Board? 


Mr. McGrecor: With the exception of the recent licence granted to the 


Bae. 
ee, 


: td ‘i C. heave ght that is correct. It is the only case of a frequency limitation I know of. 
Feu ars 
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Mr. BROOME: With regard to the Air Transport Board the T.C.A. is on 2g 
exactly the same basis as any other carrier in Canada? | ; & 
Mr. McGregor: Yes, exactly the same with regard to class one, carriers > 


which we are, and other scheduled airlines are. There are several carrier 


classifications. 


Mr. BRooME: Does class one include the Maritime Central, the T.C.A. < es 


and C.P.A.? 

‘Mr. McGrecor: Yes. 

Mr. Broome: And perhaps Trans-air? 

Mr. McGrecor: Yes. 

Mr. BROOME: Quebec Air? 

Mr. McGrecor: Yes, and Nordair. aa 

We are exactly on the same footing and have to apply to the Air Transport 
Board for permission to change rates or to serve any new points. 

Mr. Broome: I did not understand that. I thought you were not under 
their jurisdiction. 

Mr. McGregor: Yes, we are. 

Mr. Smitu (Calgary South): It is hoped there will be a number of other 
names to the bilateral agreement in which T.C.A. will undoubtedly show in- - 
terest, in asking the Air Transport Board for air rights. ee 

I wonder if you can tell us what will be the basis of your position, and 
whether it is economical for you to bid on these? Density is the chief factor 
in this regard. I am going back to the situation where previously there was 
a high density between Spokane and Calgary. What do you say about that? 

Mr. McGrecor: I think we disagree on what is “high density”. 

Mr. SMITH (Calgary South): What do you say is “high density’’? 

Mr. McGrecor: It is a relative term, of course; but a high density route I 
regard as, say Toronto/New York, or Montreal/New York, or Toronto/Mont- 
real. These are routes on which there are several hundred passengers a day 
now. 


economics show up very distinctly my reasoning. 
Mr. SMITH (Calgary South): I wonder if I could switch to Bermuda? 
Mr. DRYSDALE: Good idea; I will go with you. 
Mr. SMITH (Calgary South): You are running North Stars on the Bermuda > 


Mr. McGRrecor: Yes, and Super Constellations, 
Mr. SmiItH (Calgary South): That has been most profitable? 


Mr. McGrecor: Yes, it has been quite profitable, but it is very seasonal 
traffic and it is in competition with other services. 


Mr. CATHERs: I see there is an insurance fund of $6 million. How have you 
built that up? You Carry your own insurance. | 


Mr. MCGREGOR: Yes. 
The CHAIRMAN: We are on Service and Traffic Growth. 
Mr. CATHERS: We are on the financial statement, are we not? 


The CHAIRMAN: No, we are past that. We are on Service and Traffic 
Growth. 
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Mr. McPuiturrs: We have not got to that yet. 
The CHAIRMAN: We can revert to it later, if you like. 
Mr. McGrecor: It is on the balance sheet. 


The CHAIRMAN: Mr. Smith is sticking very closely to NG item on Service 
and Traffic Growth, and so is Mr. Broome. 


Mr. CHEVRIER: We-are on traffic? 
The CHAIRMAN: Yes, Mr. Chevrier. 
Mr. CHEVRIER: On traffic, may I ask the president whether he could tell 


_ the committee what T.C.A. have in mind for the future, and if anything at all 


in 1959, other than on its domestic services? For instance, the Caribbean and 
European services? 


Mr. McGReEGor: We have been steadily increasing the frequency on these 


. routes in 1959, and the operating plan calls for the continuation of that. The 


same is true of the Atlantic route, where we go to 16 flights a week, at the 


- height of the season. Generally speaking, by sales and advertising effort, and 


larger frequencies, as the demand develops, we expect all these routes will 


continue to grow. — 


-Mr. CHEVRIER: What about extending the routes? 

Mr. McGreaor: To other points? 

Mr. CHEVRIER: Yes. 

Mr. McGrecor: The 1959 program is now pretty well implemented. On 


May 2, we started service to Vienna. Earlier Antigua was added as a point on 


-.our route to Barbados and Trinidad. There are under discussion at the present 


time, two or three routes which may lead to bilateral agreement amendments. — 
Mr. CHEVRIER: Have you any expectation of getting into Rome? 
Mr. McGrecor: We would hope to. | 
Mr. CHEVRIER: : suppose you know that the C.P.A. are trying to get in there 
hirst?. °°” 
Mr. McGREGOR: Yes, that is why I said we ‘“‘hope”’ rather than we “‘will’’. 


Mr. CarTER: I would like to ask Mr. McGregor what is the difference be- 
tween the economy class overseas and the tourist class. Which is the cheaper, 
and are they both compensatory? 


Mr. McGreaor: ‘Yes’, to the second question. . Economy was the Enea De 


but tourist has now disappeared so far as T.C.A. is concerned. 


Mr. DRYSDALE: Would you define compensatory? 

Mr. CarTER: How does it compare with the first class? 

Mr. McGregor: In terms of service or cost? 

Mr. CARTER: Well, is there less seating space? 

Mr. McGreGcor: Very much less seating space. In the economy class you 


ig are five abreast in the Super Constellation, and the distance between the seats 


is very much less in the cabin. The cabin service, such as meals, and alcohol 


_—alcohol has been non-existent so far as the economy class is concerned, until 
recently. White a meal was a box lunch; now it is a cold plate. 


Mr. CARTER: I want to ask about your cargo service. You said: 
Unfortunately, only a small proportion of the capacity was utilized 


within Canada, due principally to the comparative scarcity of west to 
east commodity traffic. . 


~ What can you do about that? 


Mr. McGrecor: We have done all that lies within our power. We have 


established a rate differential between west to east and east to west. We have 
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endeavoured to meet the sudden surge of demand vapresenied by cut flowers, _ Sciced 
that last for about four days, and come in hundreds of tons at a time. But 
until Canada has a light industry on its west coast comparable to that in fee 
existence in the United States, I think this imbalance in cargo transcontinen- — hs, 
tally will continue. ee 
The CHAIRMAN: What about freight transportation? Do you have: a “tot As 
of that? Is that a big factor in your revenue? gt 
Mr. McGrecor: No, not a big factor. The comparable revenue is shown. 
The CHAIRMAN: It is not a big factor yet? 
Mr. McGrecor: No. 
Mr, CHEVRIER: Have you planes that are carrying cargo exclusively. Bt 
Mr. McGrecor: Yes, four of them. | “abe 
Mr. CHEVRIER: Between Montreal, Toronto aad Vancouver? a ‘ 
Mr. McGrecor: Yes. ae 
The CHAIRMAN: Overseas too? 
Mr. McGrecor: And Chicago and New York. 
The CHAIRMAN: Overseas too? 
Mr. McGrecor: No, there is plenty of residual room in the Super Con- 
stellation for the trans-Atlantic cargo. 
Mr. CHEVRIER: Could I ask the same question which Mr. Carter asked — as 


a moment ago? Are you still operating four categories of service overseas? 
Mr, McGrecor: Yes, until recently. = Be 
Mr. CHEVRIER: Deluxe, first-class, tourist and economy? | ears 
Mr. McGrecor: We struck out the tourist service this spring? 22a ; fF 


Mr. CHEVRIER: Why is there such a distinction to be made betweed the Sam 
three categories of services? ee 
Mr. McGregor: Money-wise? Se eae 
Mr. CHEVRIER: Yes. Why not just have first-class and tourist? Is- there ds 
such a difference between the deluxe and first-class to warrant the justification ae 
for a third category? ee 
Mr. McGrecor: Personally, I do not think so, and I would like very oh 
much to see it down to two; but we are taking a chance already in having 
discontinued the tourist service because some kind friend always comes - 
along and advertises the fact that he is operating the only tourist service ee 
across the Atlantic. The same applies to the first-class, and the implication ee 
is they are the only first-class service, or the only deluxe service, and so on. 
Our only hope would be that the international air transport association, — San 
in its wisdom, will say that two classes are adequate. “ = B 
Mr. Pascoe: Under service and traffic growth it says: © | Piet : Ne 


 T.C.A. carried first class mail throughout its domestic routes 
wherever air transport offered faster delivery. nay: & yeh 


What other delivery would be faster than air transport? : ~ i ae 
Mr. McGreGor: On certain short routes such as Montreal to Ottawa the’. — 
use of aircraft does not improve the time of the actual delivery of the i 
letter to the recipient. In that case we are not given first class mail. This is . 
entirely apart from air mail paid for as such. aa 
Mr. CREAGHAN: I want to ask a question, first of all, about the landings s 
fees which you pay. How do they compare in Canada, vis-a-vis - other 
countries? | : 
Mr. McGregor: Generally speaking, they are higher, 
Mr. CREAGHAN: Higher in Canada? 
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Mr. McGREGor: Yes. 
Mr. CREAGHAN: What about Canada as compared to the United States? 
Mr. McGrecor: Higher. 
Mr. CREAGHAN: What about the wages of your employees as compared to 
the wages paid by your American competitors? 
Mr. McGreaor: Slightly lower. 
Mr. CREAGHAN: Yours are lower? 
Mr. McGReEGor: Yes. 
Mr. CREAGHAN: You have a statement under this heading we are discussing 
as follows: 
The average level of T.C.A. fares is now approximately the same 
as that applying in the United States, even though the cost of air line 
operations in Canada is substantially higher. 


I wonder if you would justify that statement, that your air operations 
are higher in Canada as compared to the United States? : 
The CHAIRMAN: I think that question was covered before you came in, 
Mr. Creaghan. : 
Mr. McGrecor: Exactly the same question was posed and answered. 
Mr. CREAGHAN: A short answer would do. 
The CHAIRMAN: He dealt with it before you came in. 
Mr. MITCHELL: I have a question in reference to Antigua and Barbados. 
At the beginning of the year you were pioneering this Antigua run. Is it too 
soon to ask if you are satisfied with the returns from that flight? 
Mr. McGrecor: I should explain that it was really not a pioneer run in- 
asmuch as we were flying over Antigua on our way between Bermuda and 
- Barbados anyway, so we originated a stop on one of the flights at Antigua 
~ on an experimental basis. The original intention was only to operate that 
. stop during the height of the southern tourist season. 
_ Mr. MITCHELL: And it turned out favourably? 
Mr. McGrecor: We were very pleasantly surprised at the volume of traffic 
-we got. It would have been greater still had there been more hotel accom- 
= modation at Antigua. 
2 MES DRYSDALE YOU mentioned that your tourist runs were compensatory. 
What is your definition of compensatory? 
Mr. McGrecor: I said yes, they were. 
Mr. DRYSDALE: I know, but what is your definition of the word compensa- 
tory? 
Mr. McGrecor: My definition is that the revenue obtained from the sale 
of seats which are sold exceeds the cost per seat mile, including the overhead. 
Mr. DRYSDALE: Speaking of seat miles, you mention a revenue passenger 
load factor of 69.3 per cent in 1958. Is that ratio of seat mile figure available? 
Mr. McGrecor: Yes. 
Wace Mr. DRYSDALE: Can you compute it? Do you have statistics available as 
_ to the individual runs, let us say, from Vancouver to Toronto? Do you know 
Sees, the number of seats which would be empty on certain specific flights? 
Mr. McGregor: Yes. 
Mr. DrysDALE: You are able to do that? 
Mr. McGrecor: Yes, we keep a record of it. 
Mr. DRYSDALE: You have a record of it? 


Mr. McGrecor: Yes. 
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Mr. DRYSDALE: Fine. PA ae 

Mr. SmitH (Calgary South): I wonder if Mr. McGregor w role 
enough to file the particulars of air traffic in connection with the v rh 
dian cities? I believe it is usual to do this, as it was done at the 
last year. I noticed it in the minutes of the meeting last year. 
mation again available? : 


Mr. McGrecor: Not normally, not unless it is required. ae 

Mr. SMITH (Calgary South): May I now ask you for the figure on ° 
Canada boarded passengers in Canada, for the year 1958? ee 

Mr. McGrecor: Yes. | S 


Mr. SMITH (Calgary South): Thank you. Another question I ha 7é is O 
service. Last year we had some discussion about the number of complai 
per air mile. I believe you pointed out that it was 1.6 per thousand passen ers. 
which was relatively low, and you were satisfied that you were workir 
wards correcting what was basically a public relations problem. Cz 
make any report this year? Are you still happy that you are progres L 
correcting this situation, which is not as substantial as many citizens. ) 
have us believe? . 


Mr. McGrecor: I think I said last year, as I shall say again this year, 
the number of written compliments we get exceeds the number of wi 
complaints, which I think is unusual for a service organization. It is so m 
easier to write a letter of complaint than it is to write a compliment. 

I think the standards of service are continuing to improve. I think 
mentioned last year, and it is equally true this year, that one of the 
features that affect the standard of service which the average potential 
actual airline passenger receives is the load-factor. As I mentioned last y 
again it has been the company’s plan of operation on a long-term basis stea 
to decrease the load factor to 65 per cent. ee ee eS 

A lower load factor means that the passenger very much less frequent 
encounters a situation where he cannot make a reservation for the flight 


his choice. Sy, 


Mr. SMITH (Calgary South): I mentioned 1.6 per thousand passenge 
but do you find that the new system of reservation of clearances has impro 
your problem to a substantial degree? It has only been in operation a full year 

Mr. McGrecor: Yes, it has: and we are looking forward to further im- 
provement with the automatic reservation system. ‘ ee ee 

Mr. Pascoe: In the field of traffic growth, would Mr. McGregor care 
comment on the result of the T.C.A. policy of flying now and paying later? — 

Mr. McGregor: Yes, would you like the figures or just a general comn 

Mr. Pascor: A general comment would suit me. ~ 


Mr. McGrecor: It began first of all on the Atlantic, and it was exe , 
to the domestic operations later on. It is proving to be very popular. The 
bad debt results have been infinitesimal so far. ew bes 


Mr. Pascor: Do you carry your own loss? Soret. rms 
Mr. McGrecor: No, we discount the sale of the ticket through the bai 
Mr. Pascor: The same as the Canadian National Railways. ba 

The CHatrmawn: Are there any other questions? ae os 
Mr. CHEVRIER: Last year there was I think general commendation ; a 


ground service operation in the last year, but can the president repo: 
committee on how it is progressing now? aos 


; LES 
= - ; 6, Peek! 
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“ur. er con Yes, perhaps I might generalize by saying that this form 


= | ae a: criticism is not unique with respect to T.C.A. It is offered by many people 


with respect to all air lines. This I think is a result of the fact of the so called 
~ ground service—the man behind the counter at the airport—is the bearer of 
bad tidings, and oftentimes he does not know the reason for them, 

As I say, it is because of his not being able to explain why these things 
occur in minute mechanical detail. But these are matters which will never be 
_ eliminated. They can be remedied to a degree, and T.C.A. in recent times, 
over the last several years, has concentrated on that problem to a great 
Sota 

T.C.A. is one of the few companies in Canada which has carried on a 
self- measurement program, based on returns acquired on the quality of 


actual service given, the general helpfulness, and the cooperation on the part 
of the employees towards the passengers. Coupled with it there is our biennial 
or twice yearly passenger comment survey. This has shown a slow but steady 


- improvement in the general reaction to the company. 
Mr. CHown: What is the latest word on the movement of the instrument 
shop works from Winnipeg to Montreal? 
. Mr. McGrecor: The latest word is that in due course the basic instrument 
~ shop will be moved to Montreal, but the instrument work specific to the 


mor x Viscounts will be left at Winnipeg. 


The CHAIRMAN: Are there any other questions under Service and Traffic? 


Mr. Horner (Jasper-Edson): I hesitate to ask this: but as you know, 
- Edmonton is very air-conscious. When the international airport becomes 


--~  operational, does T.C.A. plan to operate apart from the municipal airport? 


Mr. McGrecor: Yes, I do not think we will have any choice. 
— Mr. SmiruH (Calgary South): You have expressed some views in con- 


‘i - oe nection with the handling of baggage of passengers at the airports. What are 
ee you working towards in that respect, having regard to a speeding up of the 
service to passengers in placing them in the aircraft? 


Mr. McGrecor: Improvement in the speeding up can only be sssapiated 


: se ay with an extension of airport terminal facilities, and that is being dealt with 


at Montreal and Ottawa. Plans are in the making for Toronto. New buildings 


~ have been completed at several other sites; Saskatoon is one. An extension 
has recently taken place at Winnipeg—this was about a year ago—and a further 


new terminal is planned there. And so it goes, across the country. 
— Mr. Smita (Calgary South): That is only an extension of the area in 
which the service will be provided. But in pure economics, you do not look 
for any improvement in the weighing-in ceremony that takes place? 
>. Mr. McGrecor: IJ think the weighing-in will have to continue. The speed 
is greatly affected by the number of counter positions that are available. 
If there are only two or three, and the whole load of a flight has to queue 
up at one, that slows up the process very much. An extension we built 
ourselves at Montreal provides, I think, eleven weighing-in positions and the 
‘speed passengers are put through there, is adequate, in my opinion. 

Mr. DRYSDALE: I asked earlier about the revenue passenger load factor. I 
was also interested in the non-revenue passenger load factor. Do you have 
any percentages on that? And tied in with that, I would be interested in just 
a general outline of your pass policy in relation to your employees and others. 

Mr. CatHers: And Members of Parliament. 
Mr. DRYSDALE: No, I did not have that in mind. 
- Mr. McGrecor: There is no such thing as a non-revenue passenger load 
factor. The passenger load factor is the number of seats occupied in relation 


to the seats available for sale. 
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Mr. DRYSDALE: I see. 


Mr. McGrecor: This may not, necessarily, be the total number of seats 
in the aircraft. If, for instance there was a fuel requirement that exe 
a weight limitation on the payload of the aircraft, then the 44 seats in a 
Viscount might be counted as 40 seats available, because we could not c 
more than 40 passengers on that particular flight. ; | e 


Mr. DRYSDALE: That percentage would include people travelling on passes t 
then? ae 


Mr. McGrecor: No. 

Mr. DRYSDALE: What is the pass policy of the T.C.A.? aa 
Mr. McGRecor: You want me to describe the T.C.A. pass policy? a ae ie 
Mr. DryspaLe: Yes. I was interested regarding employees, that is all. 
Mr. McGrecor: Employees and dependents get vacation passes related to _ 


distance based on years of service with the company. There is no other pass) 
ftanted to, fC A employees, except they may obtain transportation on a 


half-fare basis. All other T.C.A. personnel that level on the airline are doing a 
sO On COMpany business. em 


Mr. CHown: How many such passes were issued last year, please? S ‘ tet | 

Mr. McGrecor: They are divided into several categories: persons on. 79 
company business—that is, employees on company business; employees on 4S" 
personal account—that is what I have just been talking about—and persons: 2% 
outside the company. : ce 


© 


Rea ae 
WAC 5, 


nee 


The total the first category, employees on business, including employees _ 


and dependent transfers—that is where we move a person from one place to a 
another and move his family also—is 4,159; educational, 512; periodic tours or Se 8 
familiarization, Link instructors, 152; flight dispatch supervisors and dis- ee 
patchers, 270; employee familiarization, 2,914: applicants for employment Se: 
and employees leaving the company, 543. Ss ae Ss 

Mr. CHown: Have you an estimate of the cost to the company? es = 

Mr. McGrecor: There is little or no cost to the company; these are ee 


“space available’ except where indicated. Employees’ personal account, vaca- b 
tion, 24,979; compassionate, 739: isolated leave, 402. Persons outside ties Wes 
company, promotional and public relations, 1,698; courtesy trips between Gor 
points in the United Kingdom, 163; department of Transport, 112; Air Trans- — 
port Board, 8; Canadian National Railways, 456. stale 


Mr. CHown: If these are on “space available” basis, would the Members _ oe 


of Parliament that live outside a radius of 500 miles be treated in any other — 
category? nee 


Mr. McGrecor: This point has come up several times, and I have ai = 
expressed the opinion that it would be exceedingly unfair to junior employees 
of T.C.A. to put them in the position of having to refuse forward trans- — mer 
portation to a Member of Parliament 

to these employees. 


aoe 
Mr. CHown: As a result of other passengers taking the space? ~ SS 
Mr. McGregor: Yes, revenue passengers. . oe 
The CHarrMaNn: Are there any other questions on traffic? Late 


Mr. DRYSDALE: I do not know whether Mr. McGregor would be interested 
in this, but I wonder if we could extend to him this courtesy, 
if he had problems that he thought 
committee on some of these sections, 
I do not know whether he has, or 


Ae?’ 


\ 


- 
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Pk questions we happen to think up, and there might be matters which might be 


of interest under the various sections which we have not thought of. 
The CHAIRMAN: I do not think that we should give him the responsibility of 


thinking things up, if we:cannot think of them ourselves. 


Mr. DRYSDALE: I do not mean that, necessarily. I was trying to think of 
some way to make the committee perhaps a little more effective. There may be 
certain matters that he would like to bring out and draw to our attention, 


which we could comment on. 


Mr. CHEVRIER: Mr. Drysdale is getting very close to a question I was 


__ going to ask, and which has already been asked—and I am sure Mr. McGregor 


_ was here—of Mr. Gordon. The question is this. I think perhaps the committee 


= 


would like to know what his views are on the manner in which this committee 


~ is being operated, and whether he has a reaction similar to that of the president 


of the C.N.R., insofar as his appearance before this committee is concerned. 


Dut perhaps this is not the time to ask that. I think it should be asked, 
either now or at the end of the discussion of this report, because I think we 
would like to know, for our committee hearings and discussion on our report, 


_whether there is agreement between the two crown corporations on that matter. 


The CHAIRMAN: I think that should be asked later. 

Mr. CHEVRIER: If you want to leave it until later, that is all right with me. 
The CHARMAN: I think we should leave it until later. 

Mr. es But I was afraid Mr. Drysdale was going to get there first. 


pr tae almost did. > 


The CHarrmMan: Shall we oioeeed: Are there any benier questions on 


Service and Traffic? 


Section agreed to. 
Equipment and Facilities. We will keep your suggestion in mind, Mr. 


Drysdale. 


ma 


Mr. CHEVRIER: A moment ago you said, Mr. McGregor that even before 


you took over the new and modern aircraft, people were up to you, selling 


you still more modern aircraft. Can you give us an idea of what aircraft is 
being offered to T.C.A. now when you are still awaiting delivery of more 
Super Constellations? ‘ 


Mr. McGrecor: I did not say selling, I said trying to sell, and I do not 
think it would be entirely fair to, as it were, jump the gun on any one or two 
companies at this stage of the game. But I did refer to the type of aircraft 
they were talking about as one which would be flying between two and three 
times the speed of sound. It would not be very large by present standards, 
but it would have this fantastic speed. 
- J do not personally think that at this present stage of the airlines’ financing 
generally that this type of “carrot before the nose” would be snapped up. 
I do not know that there are any airlines that would be in a position to con- 
template financing an aircraft that would come along perhaps only a few 


years after the D.C. 8’s and 707’s. 


Mr. CHEVRIER: Having regard to the present technological progress, how 
long can you assume that the present fleet of T.C.A. would be adequate to meet 
the competition? 

Mr. McGrecor: I would not think more than six years. If I may speak 
for a moment about equipment, Mr. Chairman, I had these models put on the 
table because I thought they might be of interest to the committee. They 
represent the three turbine type of aircraft that T.C.A. expects to have in 


_ service in 1961 and the only three types we will then be using. These models 


are built almost exactly to the same scale so that their relative sizes modelwise 
will be repeated in the actual aircraft. 


40 seasonal, COMMITTEE 


The one on your right is the Rou which many of you. iy 


ane McGREGOR: $1.9 200,000. “Then the middle one is a ‘Van 
a big turbine propeller niceratt and the last one we will get O 
with a gross-all-up wee of 135,000 pounds, approximately p 
million. 


Mr. CHEVRIER: Speed? 

Mr. McGregor: 425 miles an hour. mee 

Mr. CARTER: How many passengers? Rae 

Mr. McGregor: One hundred roughly. It depends on the cabin 
ration. = eer ee 

Mr. CARTER: Bebe 44? 


It is Howered with Rolie Royce Conway engines. It will carry “495 ce 
again depending on the seating configuration. The first one is expect 
delivered about the beginning of the year, late December or early é 
speed 550 miles an hour and oddly enough a price of $5, 900, 000. 


Mr. McPHILLIPS: Do you pay duty on those? 
Mr. McGreGor: Ten per cent excise duty. 
Mr. CarTER: Any of the three made in Canada? 


Mr, McGrecor: No, the Viscount and Vanguard are made by ae 
Company in the United Kindom, the D. C.8’s made by the ee nae: 


Royce Dart: in the Vanguard the Rolls Royce aes end. as I said, in the I 
the Conway. 


Mr. CHOWN: Have you crews in training now for the operation of < 
planes? | . 


Mr. McGrecor: Not yet. We have ground pea ianel in training but 
crews. That will start in September or October, I would think. | 
The CHAIRMAN: That would just cost $10,000 a roe Spee ey 
Mr. McGrecor: That is right. ; 


The CHAIRMAN: Five hundred and Arty miles, a 500, 000. 

Next is Personnel. I am glad I mentioned that speed. Personnel. S 

Mr. McPuHILLips: On Personnel you have four directors Soci Be 4] 
government and five elected by the Canadian National Railways, oe t 
correct? 


Mr. RoeCneccr Yes. 


Mr. McPuHiurres: When ‘it comes to the presidency, Ge appoints 
president? te 


~ 


Mr. McGrecor: The directors ates Whe president from among he pum 
Mr. McPurutrs: Thank you. Peay) 


The CHAIRMAN: They were lucky to get such a paon one fren among th 
Agreed to. eh, ah ee 


Planning. New plans—the company anticipates in 1959 a further 7 
_in popularity of air transportation and so on, and four more Viscounts. | s 


Mr. CHEVRIER: That is the Auestion which Mr. ‘MeGregor: 
answered. 


>The Se ee Se ‘Yes Has anyone anything « on that? 
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{ 


ae in any way help the pees to figure Se ste eae aie at the end 


Pe 


a ‘The CHarmaw: on the financial statement? 

Mr. CHEVRIER: No. 

; The CHAIRMAN: You mean what you mentioned before? 

2) Mr. CHEVRIER: Yes. 

eo The CHAIRMAN: Yes, I was going to Syeree this might be the time. I think 
t Mr. Chevrier had in mind— 

Mr, DRYSDALE: Could you give me an answer to mine too? 

ia ‘The CHAIRMAN: Ww ell, you are both the same, I think. 

_ Mr. Dryspa.e: No. 


we The CHAIRMAN: I thought ae were, genial: I Potent you had ihentinnes: 
s Mr. Chevrier had more or less Sess and said yes, something similar 


ake CHEVRIER: Mr. ie cde was See Mie close to it and I have no obiece 
on if he wants to Asks yeh Fae, 


ye 


Mr, CATHERS: Let us get the question answered, forwet wo asked it. 


iS The CHAIRMAN: I think it should go on the record that Mr. McGregor is 
ring us his impressions of future treatment by this committee and that it is 
response to a member’s question the same as in Mr. Gordon’s case. 


coe ep DRYSDALE: The question I have asked—and as I have learned in here 
here you have to make a mental note to see if you get the answer— the 


at 


uestion is whether Mr. McGregor would be permitted to draw to the attention 
ie committee any items in the annual report which he thought might 


ie 


relevant and on which no questions had been asked. I may be wrong but 


v +a “or I do not ae that Mr. Chairman, but there ee be an 


a )RYSDALE: ‘That. is all I am trying to do. Then Mr. Choate came 
aid a was. BOLE to beat him to the gun. 
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Later in the Proceedings 


The CHAIRMAN: Mr. Chevrier is asking the same as he did att Mr. 


Gordon, do you have any proposals we might consider for sittings in: the : 


future. 
Mr. McGrecor: I might say I was here from about 3.20 on yesterday _ 
afternoon. I heard what Mr. Gordon had to say and I heartily agree with 


his statement on the internal company effect of the committee. I think he . 
could have gone farther and I would like to go a little farther with Tespect=< x 


to the preparation of statistics. 
Regarding statistics—and it showed particularly at the C.P.A. hearing 
where we were asked literally hundreds of questions requiring large amounts 


of statistical information—they were available, but they were not available ~ 
for nothing. They were available because of the continued examination of — 


a succession of these committees year after year and the belief on the part 
of the airlines that it should be in a position to answer any question bearing 


on the airlines’ operations. But these statistics are compiled as a regular — 
thing within T.C.A. in greater detail than would be the case were it not for — 
the existence of this committee.. Many of them are costly to prepare and many ~~ 
of them are not used in the normal operations of the company and I do not ~ 


think would be required were it not for the possibility that they may be 
required by the committee. I think economies would be achieved if the scope 


of the questions, as Mr. Gordon suggested, were limited to matters, as he also , 


suggested, of policy and general administration. 
With respect to Mr. Drysdale’s question, it has been my experience before 


these committees that no suggestions are required as to areas in which ques- — 


tions should be asked because they cover the waterfront, I think, quite: 
completely. 


Going further into what he had in mind, I very much appreciate the — 


suggestion that if we have troubles that are not dealt with in the normal 
questions that this would be the proper place to air them. I think the two 
primary ones have been touched on. One is the effect of competition on the 
economy of the airlines. Apart from money great difficulty will always exist 
in my opinion in maintaining the staff morale of any organization that is 


chronically operating in an un-satisfactory economic condition. It exposes — 


employees of a company to the usual criticism if it is a public company such 


Eni, 
as 


te 


Ses 


wo 


as “Why do we have to pay your salary,” and I would very much hope the a 


effect of the competition which has been introduced with respect to the trans- 
continental line this year, will be outgrown by T.C.A. and that the policy — 
will not be continued to the point where we might be thrust into a chronic 
deficit position. 


There is another area that has been touched on here that is of extreme © 3 


interest to any airline operating internationally and that is the bilateral 
situation. Bilateral negotiations are extremely difficult and I am sure that 
the Minister of Transport will agree with me that any support which can be 
given to the general thesis that Canada should not squander its birthright in 
bilateral negotiations would be appreciated as well as it would be appreciated 
by both the international Canadian airlines. 


Mr, DRYSDALE: Could I ask a personal question? If it is embarrassing, — 


do not answer. In the past few years what value, if any, have these com- . 


mittees been: to you? 


Mr. McGrecor: I am not at all inclined to be facetious in answering that. 
I think they have been of this value, if nothing else, that it has required all — 
the senior personnel of the company to become extremely familiar with, and — 
remain extremely familiar with the statistical details of the company to a 
degree which otherwise would not have taken place under pressure of normal 


6 
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A I think ee this has some value. I think Mr, Gordon was right in 


ALS ogee Pot the gross roots up. It begins at the station itself, checked 
on accounting record of ticket sales. You might say that all the people 
aes be involved in that would have to be doing that type of work in 


ae eee Yes. 
aS ‘Mr. CaTHERS: ee I would suggest that that information not be tabled 


ae CHAIRMAN: The same thing that was given last year, Mr. Smith’s 


3 


xe aie ic That is ne year’s question and i do not think our airline 


Re. 


company should be asked to divulge information that pg be helpful to 


a 7 


al es Smith was here. 


2 


“The CHAIRMAN: I think in this ete a are still sitting and I ima- 
oe have authority not to publish it if we do not want to. It comes back to 


. Perma, peat the ae SHOn asked by Mr. Smith in respect of in- 
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The CHAIRMAN: Yes. It is moved by Mr. Drysdale, seconded bre Mr. 


s 
Creaghan, that in respect of the information asked for, it is the committee’s ce 
view that Mr. Smith secure it posure from Mr. McGregor but that it a 


= 

be put in the record. Sees Be oa | 
Agreed to. : AL ag 

?. 


Mr. CHown: What progress are you making in respect of the acquisition 
of satellite fields, in order to get the smaller aircraft off the major runways 
at the main stations across the country? 


Mr. McGrecor: I think I should refer the question to the minister. T. CA. : 
has nothing to do with airports as such. = 7 

Mr. CHown: I will write him a letter. - Rete oe 

Mr. HEES: We are very anxious to do that. We find it will be much more = 
difficult than perhaps you realize. These satellite fields, as you know, are re- 
quired in the neighbourhood of large cities. You probably realize when a city 
has grown to such an extent that it has an airport, it has become overcrowded _ 
and it is very difficult to obtain the right kind of land within an approachable rhe n 
distance of the city. es 

There is also quite a reluctance on the part of the communities to make 
the land available. We are, however, proceeding with it as quickly as we can. 
We are anxious to take the pressure off a number of our major airfields. Ina 
number of cases we are looking for satisfactory sites. 


Mr. Broome: May I ask a question supplementary to that since the . 
minister did open up the subject. ees 
Mr. HEEs: I did not open it up. | eas 


Mr. BROOME: Since a difficult problem is getting the pha in order to = 
make an airport, where is your problem in a situation where you do happen. eo 
to have a satellite airport such as at Boundary Bay? 


Mr. Hers: As Mr. Broome knows, our problem there is not one of obtain- 
ing land. It is a problem of the Department of National oe finding “+= 
another location and vacating. 

Mr. FRASER: May I ask one question? Foceas 

The CHAIRMAN: Of whom; the minister, or the president? ee = 


Mr. FRASER: Mr. McGregor. This is a question under the insurance fund — = 
provision in the report. We had a Viscount destroyed by another carrier — 
in New York. Is that carried in the balance sheet? Did you receive any 
from the carrier? 


Mr. McGrecor: No; it is not in the balance sheet. The book Value Of toa 
the aircraft has been taken out of the assets of the company. Legal pro- 
ceedings are being taken jointly against the airline in question and the manu- ~ 
facturer, because it became quite clear we were not going to collect for the ~ 
aircraft without that. 3 

Unfortunately, this suit—towards which I think we are heading, subject- : 
to settlement out of court—is being allowed to go on by what I might call. 
the defendants, simply because there is an argument between the two of 
them as to the financial responsibility with regard to the difficulty which ss 
occurred in the other company’s aircraft. Se 

However, there has been no remuneration paid to T.C,A., nor has. any = 
deduction been taken from the insurance fund in respect of that. oe 


Mr. FRASER: Do you expect you will get anything out of that? 
Mr. McGrReGor: Yes; at a legal price. 


Mr. CREAGHAN: We have not had any information on abandonment: Your : 
parent company is always abandoning lines across the country which causes 


Ang 
bs 8.95 te 7 


as | 


Pits 
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af ernie racenient at times to elected members. Has your com- 
loned any routes? 


McGrecor: — Yes. We recently abandoned the service to Kapuskas- 


- Gp: “Muskoka. a Baik cases we applied to the Air Transport Board. 


mate was dealt with before you came in. 
Mir. = CREAGHAN: Do you have to have permission from the Air Transport 


Mr. CHevarer: Is that considered an abandonment? 
as McGregor: No. The service continues. 


“a whereby they ake take rie over. I am eats whether or not it 
iS ever discussed at a ee of the directors? Has any policy decision 


Mr. MeCaccon: =Yes.. The answer is no. 

Mr. CrREAGHAN: Will you hang on to that flight even if you continue to 
ake av 1OS8? =. oe 

Mire McGrecor: We are not mentee a ‘loss On AES 

_Mr. CREAGHAN: I understood. there was some evidence here that you might 


:  areGaneak: No. 
CREAGHAN: Have you any statistics on the -Montreal- Goose Bay 


. McGrecor: Yes; very carefully worked out ones. 

Mr. CREAGHAN: You are convinced you are making a profit on it? 

‘Mr. McGrecor: Very much so. | 

Mr. CrEAGHAN: And you are satisfied you are giving good service? 
r. McGREcor: Yes; three flights a week. 

CHAIRMAN: Are there any other questions on the financial state- 
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Mr. DryspALE: What was the price new? 
Mr. McGrecor: We did not buy them new. They were originally Be 


brought into Canada at the end of the war which were modified and com-) ie i 
pletely rebuilt by Canadair. I believe they went on our books at something aati, 
in the order of $150,000. tS 
The CHAIRMAN: Are there any other questions « on the financial Sees, a age 
Mr. CaTHERS: Returning to that $6 million insurance fund; is that in- ~~ 
creasing? : 


Mr. McGreEGor: Yes. 


Mr. CATHERS: It does not show in your statement that any money is being 
set aside out of your operating fund into that fund. Is there any. 


Mr. McGrecor: The fund was built up from $5,600,000 odd to $6 million 


by transfer from earned surplus to it, with respect to 1958. At the present. 
time, by board action, there are accruals being made to the fund monthly. 


Mr. CATHERS: It looks small when you consider the fact that if you lose 


one aircraft you lose practically your whole fund. 
Mr. McGrecor: Yes, and that is why the fund is being built up. For years. 


it sat solidly with a board approved ceiling of $6 million, and it is the prospect — 
of these aircraft and the value of them that caused the board recently to 


adopt the policy of making additional accruals to the fund. 


Mr. CATHERS: Does this insurance fund cover you for damage to your 


aircraft—public liability and all insurance,—or do you have outside insurance? 


Mr. McGrecor: It is the company’s own money, which can be applied 


to any claim that is laid against it, either by passenger liability or loss of 
equipment. 


Mr. CATHERS: In hee words, you are not taking outside aeipenee® 


Mr. McGrecor: We carry some insurance outside. We carry third party 
risk with respect to flights; that is, the possibility of an aircraft falling on a 


house, or something of that kind. We carry ground risk insurance and buildings. | 


and contents insurance. 


Moved by Mr. Broome and seconded by Mr. Pasco that the Annual — 


Report be adopted. 
Motion agreed to.. 


The CHAIRMAN: Now, we come to the Auditors’ Report. 


pe = 
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as “oe "Chartered DAE ae es 
gate St. Nicholas Street 
3 Montreal 


_ Represented in the 
; | Victoria : United States of America 
DER, SS eins: and Great Britain 
OE cas oe a eine February 16th, 1959. 


Ed pelea annual enol of the Corporation, together with the usual 
ee is ae is a ee Hon us in which we state that we have 


ae fair view of the Corporation’s affairs for 1958 and that 
are » ee on a basis consistent with that of the preced- 


ae “eae een of materials and supplies was taken by 
aS the items included in this inventory were valued 


76,175 
5,998,620 


: $6,074,795 
Betas petcenceat se : 74,795 


$6,000,000 


— 
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The investments in the fund, consisting of Government bonds and similar eae 
securities, had a market value at December 3ist, 1958 of approximately — —o = 
$5,276,000, or 12% below original cost. An actual loss will occur only if it is. 
found necessary to sell the securities prior to their maturity. The interest 


earnings of the fund totalling $204,986 have been included in non-operating 
income. : 


A. Property and Equipment 


During the year under review the net investment in property and equip-  __ 


ment increased by $14,172,000, accounted for as follows: 


Additions to Assets 
Aircraft and component parts—representing 15 


Viscounts and 1 Super Constellation .//:.2. 72. $22,696,000 
Ground facilities and components ............ 991,000 
LARUE TS tig WLS lag alee RN A Fe seal aes ee cme nape oa 1,131,000 


$24,818,000 


Retirement of Assets ....... eer ae 3,188,000 


: - $21,630,000 
Less: Net increase in accumulate depreciation ..... 7,458,000 


$14,172,000 


The property and equipment account has been adjusted to reflect the 


values of 12 DC3’s disposed of during the year and 1 Viscount which was = 


destroyed in a ground accident. 


The net increase in accumulated depreciation is made up of depreciation 
provided against operations amounting to $9,911,000 less charges of $2,453,000 
representing retirements and miscellaneous adjustments. 


Provision for depreciation has been made on a straight line basis as follows: 
Super Constellation—to reduce to residual values over a period of seven 
. years from date of being put into service. 


Viscount —to reduce to residual values over a period of nine 
years from date of being put into service. 


North Star and DC3—reduced to residual values in prior years. 


Ground facilities —to amortize over estimated useful life, the period — | 


depending on the type of asset. 


In accordance with the Corporation. policy of not depreciating assets until 
they are available for service, no depreciation has been provided against the 
accumulated costs of work under construction for the new Dorval maintenance 
and overhaul base. 


The estimated total cost of construction and equipment for the new Dorval 
| 


maintenance and overhaul base is $20,000,000. At December dist, 1958, con- 
struction costs of $1,246,000 had been incurred and charged to property and 
equipment account and further construction costs of $14,000,000 were 
anticipated. 


We are informed that all equipment has been maintained in efficient 
Operating condition. | 
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5. Progress Payments on Purchase of Equipment 


At December 31, 1958 payments had been made against contracts for pur- 
chase of aircraft and related equipment which will be delivered in future years. 
These payments totalled $17,675,000 at that date and have been applied against 
the following commitments:— 


BEV IaCOUNTS Ol GCLLVErY Il (oD Oe acca ie) oe wate eaters widen aaa 8 bie $ 2,117,000 

tran 6-Douglas DC8’s for:delivery in 1960 and 1961... 04.2. oe... 6,768,000 
ae ee 20 wwencuards. tor deliveryim 1960:-and gl0Gle wera ak ess eee 6,797,000 
1 Super Constellation for delivery in 1959 ............+.-- 246,000 
Weurlas WE EEHSING .SHIRCSIT oni. agentes la Sieg eahe ws ere ay Paige ne 832,000 

WMENRUATC CN OING. SPALECS oy ecic ane wa aee vec Wig eee eons doaes on vhe e's 607,000 

i Aryl Pedal aiger Sea yb ts Roy G ong yee he etic the fe PA Sea IR Ze Wha 308,000 
$17,675,000 


Amounts totalling $92,000,000 remain to be paid prior to or upon completion 
of these contracts. At December 31, 1958, the Corporation was protected by 
forward contracts against foreign currency fluctuations on aircraft purchase 
commitments to the following extent: 


Hainitedaotatesat uns s5 ie coe hae ae ae vee Oe ee ae, oes $16,400,000 
Tey Dany eae apres tea e RIPIPaRES kes ict etm Gl ie Rea yy BPI 2h iE oie eg £ 1,860,000 


6. Loans and Debentures 


The net increase in notes payable to Canadian National Railways, 
amounting to $24,600,000, is the result of the following 


changes: 
New: loanisObtainhed <3 oi. ieces Eh oe bins wR oe Pe pe tes $36,100,000 
Sas Goan repsidvin-casht..4.o i eer ee a tear see sas $5,000,000 
aa Loans refinanced by issuance of a debenture maturing 
: PSDP UAT ya eho or ee ores cate aie Medina omen otaae 6,500,000 11,500,000 
| $24,600,000 


The debentures payable to Canadian National Railways at 
December 31st, 1958 consisted of: 


Seven Matuinineroanuary <ist.: LOIS Sis tan econo es wre M ee dan wae a $20,000,000 


Ceerodiuring bebruary. iste L981 eons ws sng cee ae cae he eects 6,500,000 
$26,500,000 


The increase in the amount of loans and debentures since December 31st, 
1957 is the reason for the increase in the amount shown as a current lability 
for interest payable. 
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7. Insurance Reserve 


During the year under review, this reserve was re-established at $6,000,000 
by the appropriation from surplus of $330,000. No amounts were charged to 
this reserve during 1958. Provision has been made in the Corporation’s accounts 
for recoveries from other parties or through insurance placed with outside 
underwriters for major accident claims and expenses incurred prior to December 


dist, 1958. 


8. Income Taxes 


No provision for income taxes has been made because, as permitted by 
regulations under the Income Tax Act, the Corporation intends to claim capital 
cost allowance (depreciation) sufficient to offset the taxable income. 


9. Working Capital 


During the year under review the working capital, being the excess of 
current assets over current liabilities, increased by $266,000. The following 
summary, expressed to the nearest thousand dollars, shows the factors account- 
ing for this increase: hoe 


Working Capital at December 31st, 1957 (before de- 
ducting a temporary bank loan repaid from addi- 
tional loans received in 1958 from Canadian 


National BaUWweys) 3 os og ee $ 5,811,000 
Funds provided: 
Net income for the Oe ra sees Ge ee $ 548,000 
Add—Depreciation, not involving an outlay of 
MMBOS 625 tase CECE) 9,911,000 


$10,459,000 


Deduct—Overhaul Reserve, used as an offset to 
major overhaul CA PENSCS oe ee 392,000 10,067,000 


$15,878,000 

Loans received from Canadian National Railways, net .... 24,600,000 
Proceeds from the debenture issued to Canadian 

Defenal Railways.) 6,500,000 


$46,978,000 
Funds applied: 


Expenditures per Capital budget. ss ia eee $33,863,000 
Other expenditures and retirements, Nep te Mey, 1,708,000 
Transfer to Insurance Bund a), 2 eae ie 330,000 


Repayment of temporary bank loan .......__ 5,000,000 40,901,000 


Working Capital at December 31st 1958 223g $ 6,077,000 


Bes | 
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10. Statement of Income 
A comparison of the 1958 and 1957 results indicates the follow- 
ing principal variations: 
Increase in operating revenues (15%) ..... $15,559,000 
| Larger items: 
iS PASSCNPOT ii. 2 h, sii7e at ee RE RES Be ie aivaniys $15,029,000 (17%) 
gue ‘SS sae Ss ellel ie STS se ey ge 231,000 ( 2%) 
Ae. ___Inerease in operating expenses including depreciation (14%) 14,541,000 
; Larger items: 
es si Salaries and wages: \¢ota. sess aes $ 5,985,000 (13%) 
2. See and Obl 2. wee cs aed eee els 1,728,000 (12%) 
Landing fees, assessments and fuel . : . 
bao a obi of” gamptce Maher ue pms CAN Saw og Wie aR ear 780,000 (20%) 
Insurance, employees’ pension and —_ . 
ONT ARO aE eae yoo ee SOE 1,138,000 (38%) 
TOO LCC A WON 2 saves ols 2- wrsie Soe eeene sa ete 3,092,000 (45%) 
Increase in income. from: OPErations.\svicusas otis cee an ees ‘$ 1,018,000 
Deerease in Non-operating “Mcome: aus oe lee peter ewes 70,000 
Increase in interest on capital invested (48%) ............... 805,000 
Tnerense in. Net ancCOMe wt, Saw pr Pe Yee wee TL Oe eens $ 143,000 
11. General 


Notes evidencing indebtedness under the Pay Later Plan for both overseas 
and domestic transportation have been discounted with the bank. The relative 
contingent liability is shown as a footnote to the Balance Sheet. A reserve 
of $28,500 for possible delinquent payee of these notes is included in 
accounts payable. 

4 Where applicable, foreign currencies at December: 31st, 1958 have been 
“~~ converted at the following rates: 

p \ United States dollars—at par. 

4 Sterling—at $2.80 to the pound. 

A policy of continual review of operational and administrative functions 
has enabled the Corporation to effect such changes in techniques as are nec- 
essary to maintain a high level of efficiency during this period of cone Unie 
expansion. 

We are most appreciative of the excellent. co-operation and assistance 
we have received from the Corporation’s officers and staff. 


Yours faithfully, 
George A. Touche & Co. 


Mr. CHown: I move that the auditors’ report for the year ending December | 
31, 1958 be passed. 

Mr. CHEVRIER: I will second the motion. : 

Mr. DRYSDALE: I have a very brief question. I notice there is a new 
airport terminal— 


The CHAIRMAN: Just a minute, gentlemen; we do not want to lose a 
quorum. We still have the capital budget to deal with. 
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TRANS-CANADA AIR LINES 
CAPITAL BUDGET 
1959 


- Application of Funds: 
Property & Equipment Budget 
Refinancing Loans—C.N.R. 

Additional Working Capital 


C210 BOIS, 18 RO O60 8 0.10858 6 Je @-0 l'0, "9 10 6-6 Vee a 6 (6) tb 


SEES. O58 OOO 00 10) (ONC, 0) 0 iO <6) 4) 0. <6 @ 16" 16 8. 10/7610, 1018. 66 


Source of Funds: 
Net Income 


Beige S wistea eis ret Ngek Guede te s 6 $ 
12,450,000 


500,000 


Se [OD G' 9 AE @. 10 56) Va @ 6 We. 6 18.56 


ee ase a ranean etl te PL RR a RE BS IRC OT Te Sa pale 


TRANS-CANADA AIR LINES 
PROPERTY & EQUIPMENT BUDGET—YEAR 1959 


Projects 
Previously New 
Authorized Projects 
Airplanes and Components 
PEATEs oe ent sae ae ty $33,850,000 $ 4,000,000 
Betterment Projects ......... - 993,000 250,000 
Wirplane- Spares. se: 1,060,000 1,000,000 
Popa ec nerterre at is a 1 $35,903,000 $ 5,250,000 
Ground Facilities and Components 
Ground Communications ...... $ 5,000 $ 900,000 
sianpar-end. Shep. ey 15,000 2,200,000 
PAR oer ares Boke ef 25,000 100,000 
Motorized Vehicles ........... 70,000 1,250,000 
Office Equipment 3..5.400 00. 73,000 200,000 
Miscellaneous Equipment... >. 1,176,000 900,000 
PORaies eta ee Oe a $ 1,364,000 $ 5,550,000 
Buildings and Improvements ...... $13,433,000. $ 1,950,000 
Contingency Fund sss... lk. $ 300,000 
Total Property & Equipment ...... $50,700,000 $13,050,000 


The expenditures in respect of 
amount shown by not more than 10 
total expenditure on the said items 


each of the above ite 


$63,750,000 
5,000,000 


1,200,000 | 


$69,950,000 


12,950,000 
$57,000,000 — 


Total. 


$37,850,000 
1,243,000 
2,060,000 
$41,153,000 


es 


$ 905,000 
2,215,000 
125,000 
1,320,000 
273,000 
2,076,000 

$ 6,914,000 
$15,383,000 


—__, 


$ 300,000 


$63,750,000 


ms may exeeed the 


% without further approval, provided the 


does not exceed $63, 


750,000. 
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Bor 7 Initial down payments shown in this Budget for aircraft, engines, reserva- 

tions system and buildings carry with them commitments for expenditures in 
subsequent years, and these commitments, together with commitments asso- 
ciated with previously approved Budgets, produce total committed expenditures 
in future years as follows: 


Committed Expenditure in Future Years 


Commitments Commitments per Total Future 


ir Previously 1959 Years’ 
ee | Authorized Budget Commitments 
ie BE TOCO Kc ae $37,429,000 $22,082,000 $59,511,000 
| PAO Leelee weet teak > 23,742,000 7,986,000 31,728,000 
$61,171,000 $30,068,000 $91,239,000 


_ The CHAIRMAN: Mr. Drysdale, you move that this be adopted, and then 
| ask your question. 
ne Mr. DRYSDALE: I would like to direct my question to the Minister of Trans- 
ec Ce ete In view of this new terminal building being constructed at Montreal, 
I was wondering if the minister could arrange for the committee to attend the 
---—s Opening, or some time thereafter, to see at first hand some of the things we 
are examining. 
Mr. CaATHERS: Another jaunt. 
. Moved by Mr. Drysdale and ceeoaded by Mr. Chown that the capital 
budget be adopted. 
The CHAIRMAN: Motion agreed to. That is all, gentlemen; thank you 
very much for your cooperation. 
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NOTE 


No Capital Budget for 1959 was contemplated in respect of the Canadian 
National (West Indies) Steamships Limited, although the Order of Reference 
of the House of Commons of April 29th refers the said Budget to the Committee. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, May 20, 1959. 
(9) 
The Sessional Committee on Railways, Air Lines and Shipping, owned 


and controlled by the Government, met in camera this day at 3.30 p.m. The 
Chairman, the Honourable Earl Rowe, presided. 


Members present: Messrs. Broome, Carter, Fraser, Horner (Jasper-Edson), 
Martini, Monteith (Verdun), Pascoe, Rowe and Tassé—(9). 


At 3.40 o’clock, the House division bells having rung, the Committee 
suspended its proceedings. | 


At 4.05 o’clock the Committee resumed. 


Members present: Messrs. Badanai, Broome, Carter, Chevrier, Creaghan, 
Drysdale, Fisher, Fraser, Granger, Horner (Jasper-Edson), Martini, McPhillips, 
Mitchell, Monteith (Verdun), Pascoe, Rowe and Tassé—(17). 


The Committee had for consideration a draft Report. 
The Chairman read the said Report paragraph by paragraph. 


After discussion, it was agreed to include in its Report to the-House 
the following recommendation: 


‘Your Committee recommends that it be appointed much earlier in 
any subsequent sessions to enable it to better determine its method of 
procedure’. 


Ordered,—That the Chairman present the draft Report, as amended, as 
the Committee’s Third Report to the House. 


At 5.15 o’clock, the Committee adjourned sine die. 


Antonio Plouffe, 
Assistant Chief Clerk of Committees. 


REPORT TO THE HOUSE 


THURSDAY, May 21, 1959. 


Sessional Committee on Railways, Air Lines and Shipping owned 
olled by the government has the honour to present its 


THIRD REPORT 
referred 
omplying with the Orders of Reference of the House dated April 29 


4, 1959, your Committee had for consideration the following matters: 
Canadian National Railways Annual Report (1958) ; 


bee (135 Seay Rogues Capital Budget and Estimated Income 


"ae Estimates (1960) Items 410, 411 and 419; 
Trans-Canada Air Lines—Annual Report (1958) and Capital and 


ou fing ae Finance), as well as Mr. G. R. McGregor, President “of Trans- 
L Air Lines, and representatives of the firm George A. Touche & Co., 


0 Prince Edward Island Car Ferry and Terminals ....$ 1,741,000 
11—Newfoundland Ferry-andLerminals cove ocr wnals Bi ALT SG. O00 
be me pee Rates ACen ek chy reeerei hdeteat 14,100,000 


ee national Beiwees. It also examined and approved the Anant 
3 ae tack of Trans- Canada Air Lines. Approval was also given to the 


Bou. SESSIONAL COMMITTEE 


Canadian National (West Indies) Steamships Ltd—Annual Report for 1958, — 
and the Canadian National Railways Securities Trust Annual Report (1958). 
The Auditors’ Reports to Parliament for the year ended December 31,1956 
were considered and adopted. : 

5. The Annual Report of the Canadian National Railways for 1958 was 
tabled in the House on April 14th pursuant to section 40 of the C.N.R. Act, 
Chapter 29, S. of C. 1955. It showed operating revenues of $704,947,410 and 
operating expenses of $700,021,499 making a net revenue on railway operations 
of $4,925,911. After taking into account taxes, rents, other income and fixed 
charges, there resulted a deficit of $51,591,424 for the year’s operations. This 
figure compares with a deficit of $29,572,541 disclosed for the year 1957, 
the increase being attributed to a decline in traffic, higher wages, 
material costs and other related economic factors. Your Committee 
found however that in spite of less traffic, the Company continued its 
endeavour to improve all categories of service having due regard to sound 
economy, and to pursue its announced policy to modernize its equipment, its 
facilities, its methods and its techniques which are specially inherent to a 
railway system covering geographically such a vast territory. 


Canadian National (West Indies) Steamships Ltd. 

6. The Annual Report of the Canadian National (West Indies) Steamships 
Limited for the year ended December 31, 1958 was also tabled in the House © 
on April 14, pursuant to section 85(3) of the Financial Administration Act, 


rant 
vee 
" 


Chapter 116, R.S.C. 1952. Your Committee noted a net deficit of $1,151,954 : ai 


for 1958, compared with $648,849.80 for the previous year. The report disclosed _ 
a capital surplus balance of $3,500,910. The Company did not have a Capital — 
Budget because, as contemplated in 1957, it has disposed of its assets and has | 


ceased operations. et. 


Trans-Canada Air Lines—Annual Report 


7. Your Committee noted with satisfaction that Trans-Canada Air Litiesg 
recorded for 1958 a net surplus of $547,429, after provision for depreciation of ue i 


wie 


os 


$9,911,049, and the payment of interest on capital invested to the amount of 
$2,495,586. Before allowances for these two expense items, income from  _ 


operations rose to $12,425,035, an increase of $4,109,681 over 1957. ‘Youre. 
Committee was pleased that the Management of the company recorded a net _ 


pots 


profit for the eighth consecutive year. 
8. Your Committee was interested in the continued progress in TC ane _ 


y ine 


= 


fleet conversion to turbine type aircraft. Fifteen additional propeller turbine  _ 


Viscounts were put into service during 1958 while nine more DC-3’s ‘were. 


retired. Also of interest was the fact that satisfactory flight tests have been ~ 


undertaken by both DC-8 and Vanguard aircraft. Your Committee also ~ 
observed that in the year under review TCA increased j : 


capacity by 20% as compared to a 17% growth in passenger traffic. This 


10. Your Committee wishes to ex 
of Transport for his continuous attenda 


press its appreciation to the Minister 
nee at the meetings and to Mr; Donald 94 


a i 


-L. Toole. Your Committee is also thankful to Mr. G. R. McGregor, 
dent of Trans-Canada Air Lines and Messrs. H. W. Seagrim and W. S. 
is A copy of the Minutes of Proceedings and Evidence was appended to 
Committee’s Second Report. 


Respectfully submitted, 


W. EARL ROWE, 
Chairman. 
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